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NATIONAL ECONOMIC POLICY 


RAISING LEVEL OF FINANCIAL, ACCOUNTING PERSONNEL DISCUSSED 


Beijing CAIWU YU KUAIJI [FINANCE AND ACCOUNTING] in Chinese No 2, 20 Feb 79 
pp 1-2 


{Article by Lu Peijian [0712 1014 0313]: Vigorcusly Raise the Professional 
Level of Financial and Accounting Personnel") 


[Text] The Third Plenary Session of the Central Committee of the CCP llth 
Congress decided that the focus of the party's work from 1979 on would be 
shifted to modernized socialist construction. The new question put before 
the financial and accounting personnel was how to make financial accounting 
work suit the demands of the new situation and promote the speedy realiza- 
tion of socialist modernization. 


Financial accounting is an indispensable tool in managing the economy. 

Marx said that, in production, “the more the process is carried out in 
accordance with the social scale, the more the purely individual quality is 
lost, and the more bookkeeping, which controls and sums up the concepts of 
the process, is necessary." He further said: "After the elimination of the 
capitalist approach to production, but while social production still exists, 
the determination of value will still play a governing role in the following 
sense: The regulation of labor time and the allocation of social labor among 
the different categories of production and, ultisately, the bookkeeping in- 
volved with this would all become more important ‘han at any time in the 
past." The entire practice from the beginning of mankind until now has 
fully proved the accuracy of Marx's scientific conclusion. The long process 
of mankind's first use of the fingers as a natural calculator (hence the 
expression “what can be counted on one's fingers") to the application of 

the electronic computer was nothing other than a process in which the develop- 
mental needs of social production pushed forward ;wre and more meticulous 
accounting, as well as a process in which the de’ elopment of the science of 
accounging in turn pushed forward the development of production. Without 
accounting, mankind could not possibly sum up production experiences, nor 
could we accumulate material wealth and culture or understand the objective 
laws of social development. Lin Biao and the "gang of four" regarded 








accounting and related things such as costs, prices, profits, bonuses 
and currency as “capitalistic." They even used the pretext of “we must 
settle political accounts, not economic accounts” to basically segate 
accounting. This was sheer nonsense which totally disregarded historical 
facts. 


At present, under the leadership of the party Central Committee headed by 
Comrade Hua Guofeng, we have already shifted the focus of work of the whole 
party and the whole nation to modernized construction. The production scale 
will become larger and larger, the specialized division of labor and coordi- 
nation in society will become more and more minute, and the exchange of 
commodities will become broader and broader. If we do not make full use of 
financial accounting to carry out precise calculations and supervision over 
social economic activities, then how can we carry out scientific management 
and make rational use of manpower, materiel and financial resources in the 
various processes of production promotion, distribution, circulation and 
consumption? How can we act in accordance with objective economic laws, 
strengthen overall balance and enhance the harmonious, continuous and high- 
speed development of the national economy? Furthermore, in order to 
accelerate the pace of the four modernizations, we must import foreign 
advanced technological equipment and capital, and in some cases must even 
carry out joint operations with foreign capital. Thus, many new questions 
have been brought forth in economic management and finance and accounting 
which await our solution. If we do not strengthen financial accounting work 
and greatly raise the professional levels, then how can we meet the demands 
of new situations? 


In order to suit the objective situation, the financial and accounting 

front must have a financial and accounting corps that understands politics 
as well as business. Practice las proved that the troops on the financial 
and accounting front are very good ones. These troops have conscientiously 
implemented Chairman Mc>'s revolutionary line and worked carefully and dili- 
gently. They have rendered contributions to the socialist cause. Even when 
Lin Biao and the "gang of four" were running rampant, these troops still 
resolutely stood by their work posts, showing concern for the state's in- 
terest, defending the financial and accounting system, struggling against 
acts that violated the law and discipline, and being praised by the leader- 
ship and the masses. This was very valuable. However, currently there is 
one prominent problem, which is that the professional level of many of our 
comrades is still relatively low and is far from able to meet the demands of 
strengthening financial and accounting work. In accordance with a recent 
investigation of 1,200 large, medium and small industrial enterprises, among 
the existing financial and accounting personnel, 7 percent have graduated in 
finance and economics from institutions of higher learning, 15 percent from 
middle financial and accounting schools, 30 percent have had short-term 
training, and 48 percent have had no special training in finance and account- 
ing. This condition shows that, among the present financial and accounting 
personnel, only a few are proficient in their vocations. ‘This could not 

















possibly help directly affecting the raising of the level of management and 
administration. Some do not know how to keep accounts, settle accounts and 
render accounts. Others who can hanle financial income and expenses do not 
know how to calculate costs and do not know how to analyze economic activi- 
ties. Thus they cannot accurately report the consumption and gains in pro- 
duction. As a result, they fail to take stock of their enterprises and fail 
to record the actual consumption and gains and losses, and bring about con- 
fusion in management and severe waste. It should also be noted that most of 
the present personnel who are proficient in finance and accounting are over 
50. Contradictions such as temporary shortages and a lack of successors 
have already been conspicuously exposed. If we still do not grasp the task 
of training people in these vocations, then the professional level of finan- 
cial and accounting personnel will continue to drop. Thus, we must fully 
understand the seriousness of this problem, make a decision as early as 
possible and grasp the raising of the professional level of financial and 
accounting personnel as an urgent matter. 


Chairman Mac said: "We must definitely oppose the tendency of ignoring 
politics. But it will not do to be ignorant of technology and in our 
professions. Our comrades...should all acquire a little technology and 
vocational knowledge, become adept end enable themselves to become both 

red and expert." Financial and accounting personnel should strive to study 
Marxism-Leninism and Mao Zedong Thought, continuously transforming their 
world outlook and struggling wholeheartedly for the socialist cause. At 
the same time, they should assiduously study the financial and accounting 
vocations. In the past few years, the interference and sabotage of Lin 
Biao and the “gang of four” confused the ideology of a considerable number 
of financial and accounting personnel. They were afriad to learn their 
vocations, did not attach importance to learning them, and squandered their 
precious time. Now the party Central Committee headed by Chairman Hua has 
called upon us to study economics, study technology and study management. 
We must eradicate the pernicious influence of Lin Biao and the "gang of 
four,” master as quickly as possible a set of vocational skills and enable 
ourselves to become professionals skilled in our vocations. 


How should financial and account personnel raise their vocational level? 

The important thing is to be good at learning. Chairman Mao once pointed 
out: “Reading is learning, but appiying is also learning, and the more 
important kind of learning at that.’ We should learn theoretical knowledge 
from books, for it is the summary cf other people's experiences. But more 
importantly, we should ourselves learn through practice in work, paying 
attention to summing up our experiences and linkins, theory with practice. 

In our studies we will surely encounter many difficulties. But as long as 
we are determined, are good at studying and honest about it, we can overcome 
our difficulties and can scale the heights in our vocations. 


In raising the professional level in finance and accounting, there are many 
aspects to be studied, but we must grasp the key points. First, we must 
study the party's line and its general aad specific policies, linking 





financial and accounting work closely with the realization of the general 
task of the new period and consciously serving the realization of socialist 
modernization. Secondly, we must study Marxist political economy and under- 
stand the objective laws of a socialist economy. We must sum up the positive 
and negative experiences in the financial and accounting work of over 20 
years and raise them to the theoretical level. Thirdly, ve must learn finan- 
cial and accounting vocational knowledge and raise our vocational ability. 

We must understand the principles of accounting, acquaint ourselves with the 
financial and accounting system and learn how to analyze financial and eco- 
nomic situations. The accountants must acquire a relatively higher theoreti- 
cal level in their profession and greater o1ganizational ability. Fourthly, 
we must study relevant economic knowledge. We must learn how ‘to carry out 
scientific calculations in, and strict supervision cver, economic activities 
and their effects. If the financial and accounting personnel in the fac- 
tories do not understand relevant production knowledge and the processes of 
production, supply and marketing, and if the financial and accounting per- 
sonnel in the commercial stores do not understand relevant knowledge concern- 
ing commodities and the process of circulation, then they cannot possibly do 
their financial and accounting work well. 


In order to raise the level of financial and accounting work, from a long- 
term point of view, we must undertake overall planning, run che higher 
financial and economic institutions and middle financial and accounting 
vocational sciools well, raise quality while increasing quantity and con- 
tinuously foster a large group of newborn forces on the financial and 
accounting front embracing higher and middle financial and accounting voca- 
tional knowledge, so that there will be successors to fill the financial and 
accounting ranks. At present, it is more important to raise the vocational 
level of the present financial and accounting personnel. Presently, there 
are over one million financial and accounting personnel in the party and 
government organs and in enterprises and services throughout the country. 
They all have practical work experiences. As long as we grasp training 
firmly, we can enable them to raise their vocational level in a big way and 
the outlook of financial and accounting work will change greatly. The methods 
of training can be many and varied and can be suited to local conditions. 
Financial departments, responsible enterprise departments and large-scale 
enterprises can run financial and accounting cadre schools and financial 
and accounting training classes and arrange in a planned manner for groups 
of financial and accounting personnel to leave production and receive 
training by rotation. Spare time schools, correspondence schools and lec- 
tures by television and radio run by various localities and various 
departments can augment the financial and accounting specialties and create 
more opportunities for financial and accounting personnel to learn their 
vocations. The financial and economic institutions in various localities 
should render support in areas such as teachers and teaching materials. 

We must also advocate assiduous velf-study, on-the-job training, teaching 
each other and letting the old lead the new. Young comrades should take 
the veteran comrades as teachers and consult the latter modestly. 








Veteran comrades who have a higher professional level in finance and 
accounting should not forget to continuously study, sum up experiences 
and constantly improve their skilis. 


The key to raising the professiona* level of financial and accounting 
personnel lies in strengthening leadership. We must regard thir work as 
an important link at present in strengthening econcmic accounting and 
improving economic management, place it on the agenda of leadership at 
various levels and have the leadership grasp the work personally. We 
must, in accordance with the actual situation, formulate plans and adopt 
measures to generally carry out one term of training for the present 
financial and accounting personnel within 2 to 3 years. We must establish 
a system of vocational inspection, carry out inspections at fixed intervals 
of the professional levels of financial and accounting personnel, confer 
technical posts in accordance with the state plan, and use the system as 

a basis for promotions, readjustmen<: of wages, and rewards. 


We believe that the broad ranks cf financial and accounting personnel will 
definitely respond to the party and state call with actual action, stim- 
late an upsurge in vocational learning, emancipate thinking, study and train 
hard and render still greater contributions to the realization of the main 
tasks of che new period. 


9335 
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NATIONAL ECONOMIC POLICY 


IMPORTANCE, ROLE OF TAX REVENUE WORK OUTLINED 


Beijing CAIWU YU KUAIJI [FINANCE AND ACCOUNTING] in Chinese No 2, 20 Fet 79 
pp 9-10 


[Article by Sui Zongji [7131 1350 4949]: “Earnestly Strengthen Tax Revenue 
Planning, Accounting and Statistical Work") 


[Text] The revenue department shoulders the glorious task of accumulating 
construction capital for the state. In order to organize tax revenue in a 
better manner and support the high-speed development of the national economy, 
an important aspect is to earnestly strengthen the tax revenue planning, 
accounting and statistical work. 


I 


Tax revenue planning, accounting and statistical work is an important 
component of taxation work, is an indispensable tool in organizing the 
state's tax revenue and is a necessary measure in implementing scientific 
management of tax revenue work. It provides a reliable basis for the lead- 
ing organs to grasp the situation, formulate policies and guide work. We 
should note that this is not simply technical work but is important founda- 
tion work of the revenue department. The principle is clear. Without 
scientific planning and management and without precise statistical figures, 
our work will inevitably become haphazard and it will be impossible to carry 
out tax revenue work properly. 


Proletarian revolutionary teachers have all along attached great importance 
to planning, accounting and statistical work. Lenin greatly emphasized 
calculation and supervision and regarded statistics as a supervisory tool. 
He raised the question of whether or not we wanted socialist statistics to 
the high plane of whether or not we wanted to consolidate the dictatorship 
of the proletariat and prevent a capitalist restoration. He incisively 
pointed out: “If we do not exercise comprehensive state calculation of, 
and supervision over, the production and distribution of products, then we 
cannot continue to preserve the pol tical power and the freedom of the 











laborers, and cannot prevent the restoration of the oppressive capitalist 
system." ("Selected Works of Lenin,” Vol 3, pp 506-507). Chairman Mao 
taught us that we should “attend to the basic statistics 2nd the main 
percentages” (“Selected Works of Mao Zedong,” Vol 4, p 1332). Not only 
did he profoundly point out in theory the importance of planning and 
statistics, he even became personally involved in practice and carried out 
investigations and research, made use of basic statistical materials to 
formulate the line, general and specific policies for our party, led us in 
carrying out the great causes of socialist revolution and socialist con- 
struction and set himself as a glorious example for us. 


Since the founding of the nation, tax revenue planning, accounting and 
statistical work has built up a complete and effective working systen, 
scored great achievements and functioned as both staff officer and aide. 

But we should note that, in order to usurp party and state power and 
restore capitalism, Lin Biao and the “gang of four" publicly opposed social- 
ist planning ard statistical work. They advocated "the theory that statis- 
tics is useless" and “since everyone's last name is Public, what is the 
point of accounting?,” and slandered the implementation of strict planning 
and management as “quotas in command.” Their purpose was to attempt to 
disrupt the socialist economy and eliminate the state's comprehensive cal- 
culation and supervision of the national economy. Their sabotage and inter~ 
ference confused thinking, confused work-styles, confused the systems and 
confused the organs. As a result, some localities did not have complete 
statistical figures and did not keep abreast of the basic figures; they 
relaxed their planning and management and failed to bring the organiza:ional 
and motivating role of tax revenue planning into play; and their planning 
and accounting organs were so weak that in some districts, the planning, 
accounting and statistical work was not handled by anyone, thus giving the 
elements of corruption and embezzlement an opportunity to bring about 
extremely serious consequences. We must thoroughly criticize the crimes 

of Lin Biao and the "gang of four,” distinguish right from wrong on the 
question of line and eradicate their pernicious influence. 


II 


Tax revenue planning, accounting and statistical work occupies an important 
position in the entire tax revenue work and shoulders heavy tasks. 


Tax revenue planning is the target of struggle for the revenue department 
within a definite period of time. In drawing up the tax revenue plan, we 
must follow the party's general and specific policies, abide by the eco- 
nomical and financial principles, do our work in a positive and reliable 
manner and truly bring its organizational and motivating role into play. 

Tax revenue planning possesses the quality of seriousness. Once fixed, it 
must be implemented conscientiously at every level, and effective measures 
must be adopted to guarantee its realization. in the course of implementing 
the plan, we must keep abreast of the rate of progress of revenue every 





10 days, examine and analyze the reasons for excess or insufficient revenues 
every month and “have a good idea of how things stand." We must strengthen 
investigations and study, constantly keep abreast of the situation of eco- 
nomic development, analyze and study the trends of change, assess without 
delay the rate of progress of revenues and propose measures to solve the 
problems whenever we discover weak links. Practice proves that, in so doing, 
we can increase foresight, overcome guesswork and truly become the staff 
officer and assistant of the leadership. 


Tax revenue accounting is an effective tool in correctly calculating and 
reflecting without delay the situation of tax revenues. Its method is to 
act in accordance with the law, calculate tax payment in accordance with 

the correct rate, supervise the laying up without delay of a sufficient 
amount of tax pa:ments and ensure the safety of the state's tax revenue 

and notes. To accomplish this task, it is first necessary to do the foun- 
dation work of accounting well, which includes: laying up of tax payments, 
declaration of i:ix exemption, tax returns, the drawing and expenditure of 
fees in handling tax payments, entering of accounts, settling of accounts, 
examination and verification of tax bills and the drawing up of forms. 

Among them the two basic links are entering and settling of accounts and 
examination and verification of tax bills. Through the entering .ad settling 
of accounts, we can reflect without delay and in an all-around manner the 
levying, exemption, drawing and returning of taxes and the losses and cancel- 
lations after verification. We can reflect the entire process of how the 
levied taxes are laid up, and accordingly compile a complete and celiable 
accounting report. Through the examination and verification of tax bills, 
we can discover without delay problems in accordance with the tax revenue 
policy, safeguard the taxes from losses, guarantee the legality and accuracy 
of receipts and provide accurate premises for the entering of accounts. In 
the revised "System of Tax Revenue Planning, Accounting and Statistical Work 
in Industry and Commerce," clear-cut demands and regulations have been made 
on the various foundation works of accounting. We should conscientiously 
implement them and carry out accounting work well. 


Tax revenue statistics are an important premise on which we keep abreast 

of the developments and changes in the sources of taxation, study and 
formulate taxation policies and draw up and examine tax revenue plans. In 
the new Long March, industrial and agricultural production is developing 
swiftly and the economic condition continues to change. These bring many 
new situations and new problems to tax revenue work. If we do not have 
‘asic statistical figures, we will not be able to keep abreast of the situa- 
tion. Then, obviously, we will not be able to correctly formulate taxation 
policies, accurately draw up taxation plans, raise the level of management 
over taxation work and adapt to and promote in a better manner the develop- 
ment of the national economy. Chairman Mao taught us to have a clear under- 
standing of the situation, a great determination and a correct method. We 
cannot achieve this if we abandon basic statistical analysis. We must have 
sufficient understanding of this. in view of the existing problems in the 








current tax revenue statistical work, we believe that, to strengthen tax 
revenue statistical work, we must first treat statistical figures seriously 
and conscientiously, and conscientiously do the following: ensure complete- 
ness of data, accuracy of figures, have a unified line of action timely 
reporting. Only in this way can we bring the role of statistics into full 
play. Tax revenue statistics should reflect the situation as it is and 
should resolutely safeguard the authenticity of the statistical figures. 

It should be practical and realistic, consider one as one and two as two, 
and absolutely not resort to trickery, so that we can revive and give 
prominence to the fine practical and realistic tradition of our party. 


Ill 


Under the new situation, in order to conscientiously strengthen tax revenue 
planning, accounting and statistical work so as to meet the demands of the 
high-speed accumulation of capital, an important issue is to grasp well the 
building up of planning, accounting and statistical forces. 


With the continuous development of the national economy, the task of 
organizing tax revenue becomes heavier day by day, and the demand made on 
tax revenue planning, accounting and statistical work becomes greater and 
greater. To solve this problem, we must of course rely on bringing the 
socialist enthusiasm of the broad ranks of planning and accounting personnel 
into play, improve the work methods ard continue to raise tht work efficiency. 
But it will not do not to have perfect organs and necessary personnel. We 
hope that the various localities will strengthen investigations and research, 
find out about the situation of the localities in terms of the establishment 
of planning and accounting organs and the equipment of planning and account- 
ing personnel and, in accordance with the demands of the various tasks and 
in line with the principle of better troops and simpler administration, per- 
fect the planning and accounting organs at various levels and reinforce the 
planning and accounting personnel as swiftly as possible. Also, we should 
maintain stability among the planning and accounting personnel and not 
transfer them rashly. We all know that tax revenue planning, accounting and 
statistical work is rather highly technical work having its own continuity. 
If we change the personnel too frequently, it will obviously be unfavorable 
to keeping abreast of the situation and accumulating data. Thus, we must 
emphasize stability among the planning and accounting personnel; in par- 
ticular, we must strive to stabilize the backbone. Only in this way can 

we guarantee the nornal operation of planning, accounting and statistical 
work. 


We must grasp well the ideological and political education of the tax 
revenue planning and accounting personnel. On the whole, the planning 

and accounting cadres troops in the revenue department are good. During 
the serious interference and sabotage of Lin Biao and the "gang of four,” 
the broad ranks of planning and accounting personnel were faithful to their 
posts, stuck bravely to principles, withstood the adversity, strictly 





implemented the policies, laws and systems and carried out uncompromising 
struggles against acts of violating financial and economic disciplines. 

A large group of advanced model personnel emerged. However, there were also 
a few comrades who felt uneasy about their work, who did not abide strictly 
by the system and who were afraid of sticking to principles. Some people 
even practiced favoritism and carried out embezzlement, grafted and mis- 
appropriated the taxes and took the c-iminal road. Thus, the revenue depart- 
ments in various localities should further strengthen the ideological educa- 
tion of the planning and accounting personnel and educate them in how to 
love their work, carry out tax revenue planning, accounting and statistical 
work for the revolution, and render still greater contributions to organizing 
the state's financial revenue. All our planning and accounting personnel 
should abide strictly by the system of personal responsibility, strictly 
guard the state's classified information, set good examples, be models in 
observing the financial and economic disciplines and consciously prevent and 
boycott the corrosion and influence of bourgeois ideology. We should strive 
to be honest in performing our official duties and be bold in struggling 
against acts that violate the financial and economic disciplines. We must 
advocate learning our vocations assiduously for the revolution and equip 
ourselves well with basic skills. We must strive to attain the following: 
Understand the party's general and specific policies, become proficient in 
the rules set forth by the taxation policies, become acquainted with the 
economic conditions of our own localities, familiarize ourselves with the 
system of planning and accounting work and become proficient in the tech- 
niques of planning, accounting and statistical work. We must truly become 
tax revenue planning, accounting and statistical workers who are both read 
and expert. As long as we study assiduously, are cautious and conscientious 
and quietly immerse ourselves in hard work, we will definitely achieve even 
greater results. 


9335 
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NATIONAL ECONOMIC POLICY 


ASSESSMENT OF TECHNICAL TITLES IN ACCOUNTING DISCUSSED 


Beijing CAIWU YU KUAIJI [FINANCE AND ACCOUNTING] in Chinese No 2, 20 Feb 79 
pp il, 19 


[Article by Qing Cheng [1987 2052]: "Some Opinions on the Assessment of 
Technical Titles for Accounting Personnel") 


[Text] In the “Regulations on the Functions of Accounting Personnel" 
revised and issued by the State Council, a chapter was added on the "tech- 
nical titles" of accounting personnel, which clearly defined the conditions 
for conferring technical titles and the ratification procedures. This in- 
spired and spurred the accounting personnel on to conscientiously learn 
their vocations and strive to do their work well. At present, some units 
are carrying out experimental work on assessing technical titles for their 
accounting personnel. Toward this issue, I would like to express some yet 
immature views for the purpose of study and reference. 


The "Regulations" stipulated the conditions for conferring technical titles 
on accounting personnel. In addition to this ideological and political 
condition of supporting the party's leadership and of enthusiastically 
serving socialism, there are different vocational conditions set forth for 
accounting personnel, assistant accountants, accountants and chief account- 
ants. My understanding is that there are three points. The first is 
professional knowledge, which requires general, specific and higher profes- 
sional knowledge in financial accounting, and for the chief accountants, a 
comparatively higher professional knowledge of economic accounting is 
required. The second is working ability, which requires the ability to 
shoulder general financial accounting work, the ability to independently 
shoulder major financial accounting work, the ability to organize the 
financial accounting work of a general economic unit and the ability to 
organize and lead the economic accounting and financial accounting work of 
a large or medium scale economic unit. The third is working experience; 
with the exception of not making this a requirement on individual account- 
ing personnel, the others are required to be proficient in financial 
accounting, to have years of working experience and to have comparatively 
rich working experience. These three vocational conditions of professional 
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knowledge, working ability and working experience stipulated by the 
"Regulations" are the criteria for assessing the technical titles of 
accounting personnel as well as the demands on the accounting personnel. 
We should follow this basic spirit in doing the work of assessing the 
technical titles of accounting personnel well. 


We must integrate the work of assessing the technical title of accounting 
personnel with the establishment of a system of scheduled assessment of 
acccunting personnel. The working ability and working experience of the 
different categories of accounting personnel can be appraised by the masses 
and examined and approved by the leadership. As for professional knowledge, 
mainly the professional knowledge of the accounting personnel, assistant 
accountants, accountants and chief accountants, the method of vocational 
assessment (examination) is proposed. Through vocational assessment, we 

can more objectively and more specifically understand the breadth and depth 
of the accounting personnel's grasp of professional knowledge. In our 
assessment, we can appropriately take into consideration the record of 
formal schooling and the years of work of the accounting personnel. But 

for those who have special skills in the vocation and who have made extra- 
ordinary contributions in work, there will be no limitations as to the 
record of formal schooling or the years of work. We must avoid the tendency 
to "look at the number of years and not at contributions, or look at the 
years of work and not at the level of work." 


How should we assess the professional knowledge of the accounting personnel, 
and what kind of professional knowledge should the accounting personnel be 
equipped with? Financial accounting work is comprehensive work and demands 
are made on the many aspects of the professional knowledge of the accounting 
personnel. Our accounting personnel must have sufficient understanding on 
this point. In accordance with the stipulation of "work duties" in 

Chapter 2 of the "Regulations," the accounting personnel should emphasize 
the mastering of the following four aspects of professional knowledge: 

(I) the basic knowledge of financial accounting, which includes financial 
management, the principles of accounting, professional accounting and 
analysis of economic activities; (II) the basic knowledge of economic 
management and banking, with emphasis on the aecessary knowledge for under- 
standing how the financial accounting departments handle the various aspects 
of economic relationships both internally and externally; (III) the basic 
knowledge of production techniques, confined to their own trade; and 

(IV) concerned party and state policies and laws, financial and economic 
systems and financial and economic disciplines. Only by having basic 
knowledge in these aspects can the accounting personnel bring their roles 

of reflection, supervision, analysis and promotion into play. Of course, 
regarding the level of accounting personnel, the realm of professional 
knowledge required can be narrower and the contents simpler. Generally 
speaking, those who have the vocational level of a graduate of the middle 
vocational school and who also have undergone a certain period of job 
training can take part in the assessment of accounting personnel. Regarding 
the chief accountants and accountants, in addition to the above-stated four 
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aspects of basic knowledge, they are required to h ve a grasp of political 
economy and the principles of economic accounting. Wit: the development of 
our country’s modernized socialist construction, all the accounting personnel 
should gradually study the modernization of financial accounting work (which 
includes the use of electronic computers) and understand some methods of 
foreign financial accounting work. 


The assessment of technical titles for accounting personnel is ir portant 
work. We must strengthen leadership over it. Although assessment and 
conferring of cities on the accounting personnel and assistant accountants 
can be carried out in the units, considering the fact that there are not too 
many accounting personnel in each enterprise, there may be difficulties in 
carrying out the tasks separately in the various enterprises. Thus, I 
suggest that the responsible enterprise department grasp this work well. 

(I) Through the assessment of technical titles, we must make the accounting 
personnel establish a sense of honor and a sense of responsibility in doing 
financial accounting work well. The various technical titles symbolize not 
only the honor of the accounting personnel, but also the responsibility of 
the accounting personnel. They manifest the limits of authority and the 
obligations of the accounting personnel. Some comrades might say, I have 
done financial accounting work for years, I am already one of the accounting 
personnel. Why is assessment necessary? I believe that, under the condition 
in which the state has made “accounting personnel" a technical title for 
accouz.ting personnel, we cannot assume that all comrades who do financial 
accounting work are “accounting personnel." 


We must bestow definite limits of authority and responsibility on the 
various categories of accounting personnel and it is even more imperative 
that we provide the necessary work conditions to the chief accountants and 
accountants, so as to bring the proper role of technical titles as encourage- 
ment and incentive into play. (II) Through the assessment of technical 
titles, we must launch well the work of training accounting personnel who 
are working. The enterprise and the responsible enterprise department can 
organize in a planned manner the study of relevant courses within the 
designated vocational study time, select and send experienced accounting 
personnel to give lectures, assign study texts and carry out examinations 
at different stages. If conditions permit, the financial department and 
the responsible enterprise department can also compile a set of vocational 
training programs (like the summary for review of the entrance examination 
for institutions of higher learning) for the working accounting personnel, 
so as to set a scope and requirements of study for the working accounting 
personnel. (111) Through the assessment of technical titles, we must be 
able to encourage the advanced, urge the backward on and raise financial 
accounting work a step higher. 


The financial and accounting front is a broad front, having over 1 million 
accounting troops shouldering glorious an¢ arduous tasks in modernized 
socialist construction. The effort to mobilize in a big way the enthusiasm 
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of the accounting personnel in various aspects is a question that requires 
attention from every quarter. The assessment of technical titles is a 
necessary measure in urging the accounting personnel to study and work well 
and in mobilizing the enthusiasm of the accounting personnel. We must 
launch ideclogical and political work, vocational training work and organi- 
zational work well, and, through the assessment of technical titles for 
accounting personnel, whip up an upsurge of assiduously learning the finan- 
cial accounting vocation and striving to do financial accounting work well. 


9335 
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NATIONAL ECONOMIC POLICY 


TWO METHODS OF KEEPING ACCOUNTS EXPLAINED, ASSESSED 


Beijing CAIWU YU KUAIJI [FINANCE AND ACCOUNTING] in Chinese No 2, 20 Feb 79 
pp 29-32 


[Article by Li Hongshou [2621 7703 1108]: "A Talk on the Addition-Subtraction 
Method of Keeping Accounts and the Credit-Debit Method of Keeping Accounts") 


[Text] To realize the four modernizations, we must develop the socialist 
economy at high speed and must strengthen economic management, economic 
accounting and take economic results into consideration. The method of 
keeping accounts is an important link in accounting. We must conscientiously 
study, sum up our experiences and continue to improve it, and make it more 
perfect to meet the needs of developing the socialist economy. 


Our country's traditional method of keeping accounts is the cash receipt 
and payment method of keeping accounts. Until the late Qing Dynasty, when 
Western accounting was brought in, many industrial and commercial enter- 
prises of relatively large scale took up Western accounting and used the 
credit-debit method of keeping accounts. 


After the founding of new China, on the basis of continuing to use the old 
accounting techniques and methods, we learned the experiences of the Soviet 
Union, armed ourselves with Marxism-Leninism-Mao Zedong Thought and con~ 
ducted criticism and reform of the old accounting system. A4~- for the method 
of keeping accounts, most people still used the credit-debit method of 
keeping accounts. After 1964, in line with the principle of making ihe 
method of keeping accounts concise and popular and easy to learn and under- 
stand, our country's broad ranks of financial and accounting personnel 
created the addition-subtraction method of keeping accounts, which was first 
used in the commercial departments and later popularized among the industrial 
and commercial enterprises. Now I wish to talk about some questions concern- 
ing the addition-subtraction method of keeping accounts and the credit-debit 
method of keeping accounts. 


In order to explain the merits and demerits of the two methods of keeping 
accounts, I will first briefly introduce their contents. 
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(I) The Addition-Subtraction Method of Keeping Accounts 


The addition-subtraction method of keeping accounts is a method of keeping 
accounts that takes as its theoretical basis the objective laws of the 
movement of funds, adopts the method of double entry of accounts and employs 
“addition” and “subtraction” to reflect the economic activities and changes 
of funds. To adopt this method, is is necessary to divide in a fixed manner 
the enterprise's accounting subjects (that is, the account headings) into 
the two major categories of “obligated funds" and “sources of funds." Then, 
their accuracy can be checked in accordance with the sum of addition and 
subtraction recorded in the concrete accounts and in accordance with the 
balanced formula of “the grand total of obligated" funds use" = "the grand 
tetal of the sources of funds.” Since the changes of funds caused by all 
kinds of activities inside an enterprise are manifested in the forms of . 
“addition” and “subtraction,” thus, using "addition" and “subtraction” in 
keeping accounts can directly reflect the actual outlook of the changes in 
the recorded accounting subjects in the objective economic activities. For 
instance, we record “addition” for increases of cash and “subtraction" for 
reductions of cash; this is consistent with general concepts and is concise 
and easy to understand. 





In accordance with the principle that the sum total of the obligated funds 
is equal to the sum total of the sources of funds, in an economic undertak- 
ing that involves changes in addition and subtraction of only one category 
of accounts between the obligated funds and the sources of funds, then we 
should record “addition” and “subtraction” separately in the concerned 
accounts of that category; in an economic undertaking that involves simul- 
taneous changes in addition and subtraction of both categories of accounts, 
then we should record "addition" and “subtraction” in both categories. 


The rules of keeping accounts in the addition-subtraction method of keeping 
accounts can be summed up as follows: 


If addition and subtraction are carried out simultaneously in the two cate- 
gories of accounts, then the two categories must be equal: if there are 
additions and subtractions in the same category of accounts, then the addi- 
tions and subtractions must be equal. 


As for the examples of accounting subdivisions in the addition-subtraction 
method of keeping accounts, please see the "chart showing examples of 
accounting items and comparisons between the subdivisions in the addition- 
subtraction method of keeping accounts and those in the credit-debit method 
of keeping accounts [at the end of this article]. From the subdivisions in 
the chart, we can see that the changes of funds that take place in the 
various economic undertakings do not go beyond the following four situations: 


(1) When the obligated funds for an item increase, then the sources of 
funds of the item simultaneously increase, as in subdivision 1 (the simul- 
taneous increase of the two categories of accounts); 
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(2) when the obligated funds for an item decrease, then the sources of 
funds of the item simultaneously decrease, as in subdivision 3 (the simul- 
taneous decrease of the two categories of accounts); 


(3) when the obligated funds for an item increase, the obligated funds 
for another item decrease, as in subdivision 2 (the increase and decrease 
in the same category of accounts); 


(4) when the sources of funds of an item increase, the sources of funds of 
another item decrease, as in subdivision « (the increase and decrease in the 
same category of accounts). The above-stated changes of funds can be shown 
by the following diagram (the figures in the diagram are the figures of the 
subdivisions): 








obligated funds — (2) decrease 
(1) (3) 
sources of funds increase (4) decrease 








(Il) The Credit-Debit Method of Keeping Accounts 


The credit-debit method of keeping accounts can correctly reflect the cause 
and effect of the movement of capital and its influence on the financial 
situation of an enterprise. The cause of capital movement means the origin 
of the capital (which is no more than from the reduction of certain obli- 
gated furds or from the increase of a certain source of funds). Its effect 
on the financial situation of an enterprise is to cause the reduction of 
certain obligated funds and the increase of a certain source of funds. 

The effect of the movement of a fund means the destination of the fund 
(which is no more than increasing certain obligated funds or reducing a 
certain source of funds). Its effect on the financial situation of an 
enterprise is to cause the increase of certain obligated funds and the 
reduction of a certain source of funds. The recording of the movement on 
capital is to record the income of funds on the right side of the account 
(called the credit side) and at the same time record the outgo of funds 

on the left side of the account (called the debit side). Because the 
movement of capital means that there is income and outgo, and that these 
are equal, then the accounting subdivisions are such that when there is 
debit there also is credit, and they must be equal. 


In keeping accounts, we must use accounts to reflect the cause and effect 
of the movement of funds. The accounts should be divided into opposing left 
and right sides. The accountant uses the debit side to represent the left 
side and the credit side to represent the right sice. He records the move- 
ment of a fund separately on the left side of the concerned account (one or 
several accounts) and on the right side of another concerned account (one or 
several accounts). In accounting, this is called debit X X account, and 
credit X X account. This is its accounting subdivision. 
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The two words debit and credit do not carry any meaning. They are only 
two accounting symbols representing the left side or the right side, just 
as the letters x and y in algebra, which are often used to represent two 
unknown numbers, are of no particular significance. 


The crecit-debit method of keeping accounts combines the increase of obli- 
gated funds with the reduction of sources of funds (they are both capital 
outlay), which are separate categories in the addition-subtraction method 

of keeping accounts, and calls that an item of the debit side, and combines 
the reduction of obligated funds with the increase of sources of funds (they 
are both capital income) which are separate categories in the addition- 
subtraction method of keeping accounts, and calls that an item of the credit 
side. 


Please see the appendixed chart for examples of the accounting subdivisions 
of the credit-debit method of keeping accounts. Summing up the subdivisions 
listed in the chart, there are no more than the following four situations: 
(1) debit increase of obligated funds 

credit increase of sources of funds 
(2) debit increase of obligated funds 

credit reduction of obligated funds 
(3) debit reduction of sources of funds 

credit reduction of obligated funds 
(4) debit reduction of sources of funds 

credit increase of source of funds 
In every subdivision, the debit is equal to the credit, and can be shown 


by the following diagram (the figures in the diagram being the figures of 
the subdivisions): 


debit credit 
obligated funds 








(1) (3) 


sources of funds - (4) “SS + 


The above is a brief introduction to the contents of the two methods of 
keeping accounts. In the following, let me talk about their merits and 
demerits. 
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(III) The Merits and Demerits of the Addition-Subtraction Method of 
Keeping Accounts 


The merits of the addition-subtraction method of keeping accounts are that 
it is concise and popular, and easy to learn and understand. But some 
points are not really easy to understand. For instance, the subdivision 
of depreciation is not easy to understand, and is not straightforward. 


The demerits of the addition-subtraction method of keeping accounts are: 


(1) It has “simultaneous increase and reduction" as well as “increase and 
reduction.” This is unlike the system of “when there is debit there must 
be credit, when there is cred‘t there must be debit, and debit is equal to 
credit" under the credit-debit method of keeping accounts, which subdivides 
the accounts into two opposing sides, showing clearly a right side and a 
left side, and making it easy to maintain a balance. 


(2) Balance of differences is not as simple and clear as overall balance. 
From the appendixed chart, we can see that, in the credit-debit method of 
keeping accounts, both the debit side and the credit side have 309,750 yuan. 
We can see immediately that there is a balance on both sides. However, in 
the addition-subtraction method of keeping accounts, a balance of differences 
is required: 


Increase of obligated funds - reduction of obligated funds 
300,200 yuan - 950 yuan = 299,250 yuan 

Increase of sources of funds - reduction of sources of funds 
308,800 yuan - 9,550 yuan = 299,250 yuan 


(3) In dividing the accounting subjects into the two categories of sources 
of funds and obligated funds, some subjects are listed rather arbitrarily-- 
for instance, the listing of the subject of depreciation under the category 
of sources of funds is rather arbitrary, and so is the listing of it under 
the category of funds in possession for use. It is neither a subject 
belonging to the category of sources of funds nor a subject belonging to 
the category of obligated funds. It is rather a subject regulating the 
obligated funds. 


The subject of depreciation is originally a subject of reduction in the value 
of fixed assets. But to list it under the category of obligated funds always 
ends up reducing the "fang-yu-e" [square remaining numbers], which become 
negative remaining numbers. Thus, under the addition-subtraction method of 
keeping accounts, for the convenience of keeping accounts, it is listed under 
the category of sources of funds, where it always ends up increasing the 
square remaining numbers, which become positive remaining numbers. 
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(4) A subject with a common character cannot be used. For instance, in 
settling accounts, “other expenses and incomes” must be divided into “other 
sums that should be received" and “other sums which should be paid.” "What 
should be received" and “what should be paid" reflect a pair of contradic- 
tions in an interrelationship and, under certain conditions, can be mutually 
transformed. The receipt of more debt than is due will turn “what should be 
received" into “what should be paid"; the payment of more than is due will 
turn “what should be paid" into “what should be received.” For instance, a 
procurer borrows in advance a travel fee of 100 yuan before he goes on a 
business trip. When he returns, he submits his expense account, which shows 
that the actual expenses on the trip are 120 yuan. Before we return the 20 
yuan which he first put in, a negative sum of 20 yuan (that is, the increase 
of a [square] 100 yuan and the reduction of a [square] 120 yuan produce a 
negative sum of 20 yuan) will appear in this subject of “other sums that 
should be received" under the category of obligated funds. This will become 
a subject under the category of sources of funds. Under the addition- 
subtraction method of keeping accounts, the fixed division of subjects into 
either the category of obligated funds or the category of sources of funds is 
only a relative one and not an absolute one. The fixed division into cate- 
gories cannot truly be fixed. Otherwise, negative numbers will appear which 
will reflect that, while the accounts are fixed, the quality has changed. 


(5) Proofs are more complicated. Although the addition-subtraction method 
of keeping accounts is easy to learn, since we add for an increase and sub- 
tract for a reduction, in drawing up a certificate for the transfer of 
accounts and a general form for certificates for the transfer of accounts, 
we need to have four columns: “increase of obligated funds,” “reduction of 
obligated funds,” “increase of sources of funds" and “reduction of sources 
of funds," which make the squaring of accounts relatively more complicated, 
whereas under the credit-debit method of keeping accounts, all we need are 
two columns (debit, credit). In particular, in the drawing up of multi-~ 
column cost account-transfer forms, the additions and subtractions of 
“sources of funds" and “obligated funds” will double the number of columns, 
waste more time and cause much inconvenience to the accounting personnel. 


(IV) The Merits and Demerits of the Credit-Debit Method of Keeping Accounts 


The merits of the credit-debit method of keeping accounts are that it 
reflects the principle of double entry of accounts and reflects the situa- 
tion that when there is debit there must be credit, and debit is necessarily 
equal to credit. The subdivision of debit and credit into the left side and 
the right side is clear. The overall balance can be seen immediately. Every 
accounting subdivision not only manifests the objective law which states that 
there is inflow and outflow in the movement of funds, and the inflow must be 
equal to the outflow; it also closely integrates the internal relationship of 
the left side and the right side in the account with the internal relation- 
ship of the inflow and outflow in the movement of funds. The left side and 
the right side of every account form a unity of opposites, and the left sides 
and the right sides of all accounts also form a unity of opposites. 











Thus, an entire, strict and scientific system of accounting is established. 
It simplifies the method of balance of differences, in which four cases of 
addition and two cases of subtraction are necessary, which must be con- 
ducted according to the subjects as categorized in the addition-subtraction 
method of keeping accounts, into a direct method of balance in which only 
two cases of addition are necessary, and which does not need to be conducted 
according to the subjects as categorized. In this way, it greatly simplifies 
the account books and makes the daily accounting work more convenient. If we 
equate the addition-subtraction method of keeping accounts with the direct 
method of addition, then we can equate the credit-debit method of keeping 
accounts with the method of multiplication. If we equate th: addition- 
subtraction method of keeping accounts with arithmetic, then we can equate 
the credit-debit method of keeping accounts with algebra. 


The demerit of the credit-debit method of keeping accounts is its vague 
implication. But it is not like the addition-subtraction method of keeping 
accounts, which has the two words addition and subiri-:tion in all its 
accounts. Take, for instance, the accounting subdivision for the cost of 

sale of the finished products. Under the addition-subtraction method of 
keeping accounts, if it establishes the subject of cost of sale, it has to 
record addition of cost of sale and subtraction of finished products; if 

it does not establish such a subject, and records directly into the subject 

of sale, then it has to record subtraction of sale and subtraction of finished 
products. However, under the credit-debit method of keeping accounts, although 
the subject of cost of sale does not belong to the subject of sale, it does not 
need to change its direction in keeping accounts, depending upon whether or not 
it establishes the subject of cost of sale. It is simply debit of sale or 
cost of sale, and credit of finished products. 


The credit-debit method of keeping accounts is brought in from abroad. Some 
people hold that it is not popular 2nd easy enough to be understood. and that 
it is difficult to learn and difficult to use. But up to the prerent, this 
method is still generally employed by various countries throughout the world. 
Science and technology is the wealth which mankind creates together, and is 
not confined by “nationality.” Also, whether it is difficult or easy is not 
a major problem. If a scientific subject is very accurate and very important, 
then, however difficult it is, we should learn the subject. Moreover, the 
credit-debit method of keeping accounts is not difficult at all. We only 
need to unify the increase of obligated funds with the decrease of the 
sources of funds as debit, and unify the increase of the sources of funds 
with the decrease of obligated funds as credit. The method of keeping 
accounts should be easy to learn and easy to understand, but it definitely 

is not something that can be interpreted without real understanding, or 

that can be understood without learning. A graduate student in a university 
said that he learned the addicion-subtraction method of keeping accounts. 
Later, he read a book on the credit-debit method of keeping accounts. After 
some thought, he understood it very quickly. 
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Also, the credit-debit method of keeping accounts has already lost its 
original implication and terms have become symbols standing for the left 
and right sides in an account. At the same time, in our socialist society, 
its theoretical basis is no longer the equation of assets and liabilities 
to capital, but is the question of obligated funds to the sources of funds, 
and is no longer a question of covering up for the capitalist exploitation. 
Why can we not improve it and make it popular and easy to understand? The 
world generally uses the Gregorian calendar, so we also adopt the Gregorian 
calendar, and we have changed our metric system into the “public system" to 
be at one with the world, so why can we not use the credit-debit method of 
keeping accounts? 


(V) My Several Viewpoints 


I believe that, in accordance with the policy of letting a hundred flowers 
blossom and a hundred schools of thought contend, at present, under the 
circumstance in which the industrial and commercial enterprises are widely 
using the addition-subtraction method of keeping accounts, we should adopt 
the following measures: 


(1) In writing articles, compiling lecture notes and editing books, we 
should bring forth both methods of keeping accounts. The publishing houses 
should also accept manuscripts on both methods. Only through comparisons 
and discriminations can we make improvements. 


(2) In their lectures, teachers should also Jecture on both methods of 
keeping accounts and talk practically and realistically about the merits 
and demerits of both, allowing the students to discriminate between the 
two, so as to be able to apply them in actual work in the future. 


(3) In running training classes, we must allow the new financial and 
accounting personnel to learn the credit-debit method of keeping accounts. 
Only after they have learned the credit-debit method of keeping accounts 
can they discuss the merits and demerits of the two methods, and not 
“simply say what other people say." 


In short, we must further emancipate our thinking, be more courageous, come 
up with more ideas and accelerate our pace. We must adopt a practical and 
realistic attitude in studying, discussing and finding out which method of 
keeping accounts is indeed better and more convenient, which method is 
favorable to strengthening enterprise management, which method is scientific 
and which method is strict. We must emancipate our minds in our discussions 
and must persevere in telling the truth; what is good is good, and what is 
not is not, and we must not say what we do not mean. This will be of great 
benefit to developing the subject of accounting, strengthening enterprise 
management and realizing the four modernizations. 
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GENERAL ECONOMIC INFORMATION 


UPCOMING EMPLOYMENT OBJECTIVES, ARRANGEMENTS DISCUSSED 
Beijing ZHONGGUO QINGNIAN BAO in Chinese 7 Jul 79 pl 


{Report on interview with the relevant responsible person of the State 
Labor Bureau, by a correspondent of this publication: "How to Arrange 
the Employment of More Than 7 Million People This Year?"] 


[Text] The disposal of the problem of fitting manpower 
in employment is an important task in the readjustment, 
reform, rectification and uplift being carried out in 
the national economy. It is also a question engaging 
the full attention of unemployed youths and their 
parents. For this reason, a correspondent of this 
publication has asked the relevant responsible person of 
the State Labor Bureau to answer some questions like 


the following. 


[Question] In the arranging of personnel for employment this year, who 
are the objects and which are the working departments and units? 


[Answer}) In the Report on the Work of the Government presented at the 
Second Session of the Fifth National People's Congress, Chairman Hua said: 
"This year's plan is to employ over 7 million people in state-owned or 
collective-owned units." Among these 7 million and more people to be 
employed, except graduates from universities, colleges and middle schools 
and technical schools and veterans returning to the urban areas, and those 
personnel in whose behalf jobs need to be arranged in order to realize 
established policies, the bulk, as target of this employment arranging 
effort, shall consist of youths who are remaining in, or returning to, the 
cities of the country according to such established policy and who are 
waiting for employment, plus intellectual youths sent down to the country- 
side who are still waiting to be settled into production brigades and 
teams in the communes. Because the state is still facing difficulties at 
the present, we can therefore only follow the principle of "solving the 


problem on hand through uniform planning" by arranging employment 
according to appropriate proportions among the people waiting for it in 
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the various parts of society. As for those youths waiting for employment 
still found in the streets, it is necessary to organize them to engage in 
collective production or useful social labor. 


The direction of effort in the arrangement of employment this year is this: 
a part shall be recruited to work in units owned by all the people, a part 
shall be recruited to work in collective-owned units, and still another 

part to be put on reserve for natural reductions of personnel on occasions. 


[Question] When is this year's worker recruitment work to begin, and what 
concrete methods are to be followed in this regard? 


[Answer] This year's worker recruitment work is to be arranged by the 
labor departments and units of the various provinces, municipalities and 
counties themselves in accordance with their local conditions. Such work 
is generally arranged once a year, but in some localities, it may be 
arranged twice. 


The recruitment methods to be followed will consist in overall examination 
of ethical, intellectual, as well as physical cultivation, and insisting 
on the principle of selecting the best and accepting the foremost. In 
doing so, our work will on the one hand benefit the uplift of the quality 
of the workers we recruit so as to adapt to the needs of the cause of our 
production and construction, and on the other hand serve to inspire 
intellectual youths and students in schools in their love for study and 
their struggle for advancement, so as to prevent the abnormal practice of 
allowing people to enter through the back door in our recruitment work. 


[Question] How to carry out cultural examination? 


[Answer] So far as the content of a cultural examination in our recruit- 
ment work is concerned, there are different requirements and different 
points of emphasis in respect to different objects of recruitment in 
different kinds of work and different jobs. In recruiting those for 
technical and artistic work, for example, an investigation of the regis- 
trants’ expertise in such technical and artistic work must be made, in 
addition to a general cultural examination. There should also be some 
distinction in the requirement for passing a cultural examination by the 
fresh graduates from schools and by intellectual youths sent up to the 
mountains or down to the countryside. The criteria for such examination 
and investigation are formulated by the departments and units in charge 
of such matters in the various localities and enterprises in accordance 
with the different requirements, and they are then applied in a uniforn, 
organized manner with the consent of the labor departments and units in 
those localities and enterprises. 


In the execution of such examination and investigation work, it is 
imperative to carry out established policies. Once any abnormal practice 
of allowing people to enter through the back door or other illegal behavior 
is discovered, punishment shall be solemnly applied. 
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[Question] At present, the youths waiting for employment in not a few 
cities and townships have already joined street production teams, cooper- 
atives, urban labor service companies and the labor arrangements of other 
units of similar collective enterprises. How should we look at the 
question as to whether or not they, too, may need to participate in the 
examinations of such recuritment, and also at the prospect that different 
cities and municipalities may do things differently? 


[Answer] It is our view that, at present, it is permissible for the 
various localities to start from realities and adopt flexible approaches 

on the matter the way they did. We do not require "all of the same cut." 
What needs to be pointed out and emphasized is that, some years back, insuf- 
ficient attention was paid to the matter of providing services to people 
and their living conditions in the cities because of the interference and 
sabotage of Lin Biao and the "gang of four." During the past 2 years, 

many cities have organized unemployed youths to provide just such social 
services. The results proved to be very good and they were welcomed by 

the masses. For example, there are now more than 500 street-administered 
child care centers in Shanghai Municipality which undertake absorbing half 
of the entrusted children of the entire city. There are also more than 

400 mess halls that handle some 200,000 diners each day. And there are 
likewise repair service stations numbering over 700, and these make up more 
than half of the repair shops of the entire city. Since the beginning of 
this year, too, the Beijing Municipality has formed nearly 1.000 production 
cooperatives to do the processing work for the big industries and foreign 
trade, and also to serve the people and improve their living conditions in 
the city. But at the present there are still some cities which have not 
aroused enough attention in respect to this problem and cannot therefore 
fully adapt to realistic needs. There are not a few youths willing to 
engage in this type of labor; they should be vigorously supported and 
encouraged. In the meantime, it is also hoped that other youths can also 
recognize the important meaning of such service-providing enterprises to 
the construction work of the four modernizations, that they are happy to 
engage in such enterprises and devote themselves wholeheartedly to serving 
the people accordingly. 


[Question] Starting from the ideological conditions concerning the 
question of employment on the part of the youths today, what are some of 
the views that should, in your opinion, be subject to rectification? 


[Answer] We feel that the following three incorrect perceptions need to 
be rectified: 


(1) People should not think that only working in the city can 
be considered as formally employed, or refuse to go if assigned to some 
place away from the city. Today, the number of cities with a population 
of over 1 million in our country occupies first place in the entire world. 
Therefore, in arranging employment, the leaders at the various levels must 
pay attention to finding outlets both in the cities and in the countryside. 
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They should do more things like the Red Flag Farm in the cutskirts of 
Xiangtan, Hunan, did in the forming of combined agricultural-industrial 
enterprises that accommodate agricultural, industrial and auxiliary under- 
takings all at the same time in their attempt to supply supplemental food- 
stuffs to the cities and to serve exports and big industries. In the earlier 
Stage, part of the cadres and masves harbored certain muddled concepts as 

if there could only be one way — the way of the city -- when one began to 
try to open up more avenues for employment; this kind of thinking was highly 
partial. Facts prove that, if we do our best in setting up collective- 
owned bases for the production of agricultural and supplemental products in 
the outskirts of cities, we can not only make up the shortage in supply of 
supplemental foodstuffs for the cities, but also arrange large numbers of 
youths for employment. Therefore, the vast ranks of youth should all es- 
tablish the kind of thinking that suggests that "good sons and daughters 
should aim at going to places," so that they may strive to go to places 

of hardship and create their enterprises there, and thereby seek to carry 
out their energetic struggles in order to build our country into a pros- 
perous and thriving socialist power. 





(2) We must not think only working at enterprises owned by all 
the people can be considered as formally employed, whereas working at 
collective-owned units would be merely "a temporary arrangement" or "a peg 
lower than others.” We must tell the youths that, under the present con- 
ditions in our country, collective-owned enterprises constitute an important 
component of our national economy and are marked by such characteristics 
as requiring little investment, yielding fast results, and expediting the 
mobilization of the masses. According to available statistics, families 
engaged in collective enterprises in our country now make up three-fourths 
of all families engaged in industrial enterprises of the entire nation 
already; the employees and workers of such collective-owned industrial 
enterprises make up nearly one-third of all employees and workers in the 
country's industrial enterprises, whereas the production value of these 
collective-owned industrial enterprises makes up one-fifth of all pro- 
duction value of the country's industrial enterprises. Among the people's 
daily amenities, an overwhelming majority in the three aspects of food, 
clothing and utility is produced by collective-owned industrial enter- 
prises. In order to build for the sake of the four modernizations in our 
country today, the development of collective-owned enterprises constitutes 
an even more important strategic measure, which also serves as an important 
channel for solving the problem of employment for urban youths. It is 
bound to play an increasingly invaluable role in the development of pro- 
duction and facilitation of people's livelihood. 


However, we must also see that, during a given period, many people are 
going to have different kinds of views toward collective-owned enterprises. 
This has to do with the fact that our policy concerning such collective- 
owned enterprises during some years in the past had not been stable enough 
and not reasonable enough. More importantly, this is also inseparable 
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from the interference and sabotage of Lin Biao and the “gang of four™ 
against the party's policies in general. Today, the party and the 
government have already begun to pay attention to problems of this kind, 
and also to intensify their efforts in the conduct of investigation and 
Study as well as in the gradual readjustment of policies. We are convinced 
that, along with the unfolding of the first battle in the construction 
work of the four modernizations, the superior characteristics of the 
collective economy, such as self-responsibility for gains and losses and 
more rewards for more labor, are bound to demonstrate themselves more and 
more clearly. 


(3) We must not one-sidedly think that the state has its 
obligation to arrange employment for us, but the youths themselves do not 
have any need to serve the people or any duty to make a contribution to the 
State. In the past few years, some youths proved to be very choosy about 
the jobs available to them, single-mindedly thinking of finding a profession 
where somehow “the work may be lighter, the conditions may be better, and 
the pay may be higher." Because of this, they would forgo several offers 
without proceeding to pick one actual assignment, and prefer to wait at 
home for several years. Such kind of thinking and behavior is totally 
wrong. We have conducted relevant investigations and discovered that there 
exists a situation where the structure of the social economy has become 
disproportionate in all cities of the country. That is to say, on the one 
hand, the number of employees and workers on the industrial front has 
become one-sidedly large, while, on the other hand, the many professions 
and enterprises that are intended to serve the cities themselves can never 
meet their need to satisfy the development of construction work and the 
livelihood of the people. Therefore, in our arrangement for employment 
this year, we shall follow the principle of attending to "the short front 
first, the long front later" by giving priority to satisfying the needs of 
prefessions and enterprises in the cities such as coumercial enterprises, 
service enterprises, repair and remodeling enterprises, travel and tourist 
enterprises, public utilities, gardening and landscaping services, etc. 
This demands that we adopt measures, on the one hand, to readjust certain 
economic policies of the various service enterprises in order to encourage 
people to engage in such service enterprises and, on the other hand, we 
must educate the youths to make sure that they start from the interest of 
the state and the people and correctly treat the interrelationship between 
their individual ambition and interest and the needs of the people, so that 
they would be willing to go wherever they are assigned and thereby joyfully 
make their greatest possible contributions in behalf of the construction 
work of the four modernizations and the people at their posts there. 
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GENERAL ECONOMIC INFORMATION 


SHANGHAI STATE REVENUES EXCEED TARGETS IN FIRST HALF YEAR 
Shanghai JIEFANC RIBAO in Chinese & Jul 79 p 1 


[Article by Correspondent: “Shanghai Financial Income Exceeds Targets in 
First Half Year") 


[Text] Under the direction of carrying out the policy of “readjusting, 
restructuring, consolidating and improving” the national ecenony, the 


increase production and practice economy. Based on the essential prerequi- 
sites of developing production and having thriving markets, the financial 
income for the first half of this year has already fulfilled 46.2 percent 
of the target set down by the state at the beginning of the year, thus 
fulfillimg the goal required by the s in the first half year 
46 percent of the entire year's task be completed. 


The fine condition of fulfilling the financial income tasks is due to the 
launching of a widespread movement on the economic front throughout the 
municipality to increase production and practice economy with high output, 
good quality, many varieties and low consumption. Industrial production has 
risen stably as a result of overcoming difficulties of insufficient coal, 
electricity and raw materials and making great efforts to unearth hidden 
potential. Industrial output value increased by 6.1 percent compared with 
the same period last year. Of the 84 principal products, the output of 61 
increased over the same period last year. The consumption of raw materials 
in products continued to fall compared to last year. The costs of comparable 
products in Shanghai's industrial enterprises from January to May fell by 
1.7 percent compared with the same period last year. Commercial sales 
volume in the first half of this year increased 15.9 percent compared with 
the same period last year, the retail turnover of social commodities was up 
by 24.8 percent, and the income from the development of professions such 

as publishing, cinema and post and telecommunications increased markedly. 


This year the various levels of party committees in Shanghai have paid 
extremely close attention to financial work. They have conscientiously 
studied vigorous methods for increasing revenue and economizing on 

expenditures. The leadership of the municipal light industrial bureau 


29 

















convened a meeting of 36 responsible persons and finance officers of major 
factories whose financial income is one-half that of the bureau, to trananit 
to them the directives of the leadership of the Central Committes on 
financial work, to publicise the financial situation, and to demand that 
enterprise leaders grasp both production and revenue and arrange weasures 

to increase production and practice economy, They also sent cadres to the 
factories separately to help the enterprises to meet the various targets. 
In addition, the working personnel of the finance departments have utilised 
the method of economic activity analysis to help enterprises make detailed 
accounts, unearth hidden potential, and strive to increase both output and 
revenue, thereby contributing to broadening the source of income and reducing 
expenditures. According to the figures of the four directly subordinate 
subbureaus in joint local state industry, 289 investigation reports and 
proposals for increasing production and unearthing potentials have been 

made to the enterprises and various supervisory departments by financial 
specialists. 
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GENERAL ECONOMIC INFORMATION 


STUDY OF STATISTICAL THEORY TO MEET NEEDS OF MODRNIZATION 
Beijing JINGJI YANJIU in Chinese No 4, 20 Apr 73 pp 45-49 
[Article prepared for publication by the Bureau of State Statistics] 


{[Text] Certain Questions on Statistical Theory Raised at the Symposium Cal- 
led by the Bureau of State Statistics 


In order to have the study of statistical theory and the training of statis- 
tical cadres meet the needs of the socialist modernization, the Bureau of 
State Statistics called a symposium on the teaching of statistics and the 
planning of scientific research in statistics, December 1978, at E-mei 
County in Sichuan Province. The symposium was attended by representatives 
of 17 institutes and universities and of a section of the provincial and 
municipal bureaus of statistics. After due discussion, the symposium drew 
up preliminary programs for the compilation of statistical textbooks, sta- 
tistical research work, the training of statistical cadres and the publica- 
tion of statistical material. In coordination with the elaboration of these 
programs, all participants approached the discussions with a free mind, 
broke the taboo of “forbidden areas," spoke without any inhibitions and 
followed the principle that practice is the only criterion for truth, when 
holding preliminary discussions on important questions in the field of sta- 
tistical theory and raising certain important theoretical questions. The 
participants felt that the present discussions were merely a beginning and 
expressed the demand that following this symposium further discussions on 
all these questions, and on other important items, be carried on in order 

to raise the level of our country's statistical theories, and to have the 
study of statistical theories and the actual statistical work serve more 
effectively the building up of our country into a strong, modern, great 
socialist state. In the following we present a summary of the questions set 
forth at the symposium: 


1. Is Statistics One Field or Does it Consist of Two Fields of Study? Can 
Socioeconomic Statistics and Mathematical Statistics Exist Side by Side? 


Is statistics a field of applied mathematics or a field of the social 
sciences? This question has been argued for a long time every since the 
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initiation of statistics. Since the establishment of our government the ma- 
jority of comrades engaged in statistics in our country have been of the 
opinion that the study of the quantitative aspects of social phenomena in 
the socialist society is a field of the social sciences. There are also 
some comrades who believe that present international scientific circles 
acknowledge only ome field of statistics, that field is mathematical sta- 
tistics as a branch of applied mathematics, which is also a necessary 
scientific method and technique of scientific research carried out in our 
country with regard to the natural sciences and the science of socioecono- 
mics. They were also of the opinion that “statistics” in present-day China 
consists merely of the work experience by the statistical departments of the 
government in collecting social and economic statistical data and that it 

is not a field of science. 


At the present symposium the majority of comrades were of the opinion that 
mathematical statistics and socioeconomic statistics are two fields of 
science with different targets and different character, and that both sust 
exist simultaneously. Mathematical statistics has as its target of re- 
search the quantitative relationship of stochastic phenomena; it is a branch 
of applied mathematics. Socioeconomic statistics takes as its research 
target the quantitative aspects of socioeconomic phenomena; it is a field 
of the social sciences. Objectively, as long as there is the practice of 
socioeconomic statistics, this will quite naturally generate a theory of 
socioeconomic statistics to guide it. Socioeconomic statistics and mathe- 
matical statistics are two independent (but interrelated) sciences, they m- 
tually stimulate one another and develop jointly. For 20 years our coun- 
try's statisticians have done a great deal of work in socioeconomic statis- 
tical research, but as far as research in mathematical statistics is ccr~ 
cerned, there has been only halting progress, especially when it comes to 
using the various methods of mathematical statistics to study social pheno- 
mena. This was considered “bourgeois stuff" and therefore taboo. In the 
past few years great advances have been achieved abroad in applying the 
methods of mathematical statistics to the study of the operation and man- 
agement of enterprises and the study of national economies, but in our coun- 
try nobody dared to carry out such studies. This has been extremely detri- 
mental to any effort to raise the level of statistical theory and to all 
actual statistical work in our country. To meet the needs of socialist 
modernization, it was proposed that not only financial and economic insti- 
tutes and colleges seriously study and substantially raise the level of 
socioeconomic statistical pursuits, but that mathematical statistics be also 
accorded ite rightful position. All departments engaged in statistical work 
must further improve their methods of applying mathematical statistics. To 
avoid confusion all participants suggested to changing the title of the 
presently available "Principles of Statistics," which actually deals with 
socioeconomic statistics, into "Principles of Socioeconomic Statistics." 


Some comrades were of the opinion that statistics is one field of the 
sciences which is applicable to social as well as natural phenomena, and that 
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mathematical and socioeconomic statistics are two branches of this one 
science. The “Principles of Statistics" has as its objective the explana- 
tion of principles and methods common to both mathematical statistics and 
socioeconomic statistics. 


2. Is Socioeconomic Statistics a Science Studying Theories of Statistics 
or a Science Studying Rules Governing Socioeconomics? 


In the past many of our comrades engaged in statistical work were of the 
opinion that statistics is a science that studies the rules of socioecono- 
mics (or the quantitative manifestations of the rules governing sociocecono- 
mics). At the present symposium many comrades suggested that statistics is 
a science that deals with methodology. They believed that the science of 
statistics and statistical work must not be completely ranked as one and 

the same. Statistical work is investigating the quantitative aspects of so- 
cial phenomena and their rules, while the science of statistics is investi- 
gating the methodology of quantitative relations of social phenomena. If the 
science of statistics studies socioeconomic rules, then writings in the 
field of statistical science must write on socioeconomic rules, and in fact 
what book on statistics has not dealt with socioeconomic rules! If one says 
it is a study of the quantitative manifestations of these rules, then every 
kind of social science in its application of statistical data thereby be- 
comes a part of statistics. 


3. Is the Socioeconomic Statistics a Study of Quantitative (Related to Quali- 
tative) Aspects of Social Phenomena or is it a Study of Quantitative as Well 
as Qualitative Aspects? 


There is one opinion which believes that socioeconomic statistics is study- 
ing quantitative as well as qualitative aspects. Statistics must comprise 
the three stages of dealing with social phenomena: investigation, orderly 
arrangement and analysis. Statistical analysis is the last stage of sta- 
tistics and in analyzing, no matter what kind of thing we are dealing with, 
we must not only look at its quantitative aspects but also at ite qualita- 
tive aspects. Statistics cannot merely study quantitative relations. In 
their actual work, statistical departments are required to include in their 
reports statements on quantitative data, on general conditions, an analysis 
of the figures and their suggestions, or in other words: “data used, an 
analysis of usage, contradictions discovered and suggestions for improve- 
ment.” Only in this way can statistical work be as fully effective as it 
is supposed to be, to be a good staff officer and aide to the leadership of 
the party and the state and to the broad masses. It is a biased and errone- 
ous viewpoint if anyone believes that the science of statistics is only 
studying quantitative aspects and that statistical work merely consists in 
handling figures, adding and subtracting then. 


Another opinion believes that socioeconomic statistics is closely tied to 
the quality of things in its study of the quantitative aspects of social 
phenomena. Because every field of science has its peculiar research tar- 
get, the particular contradictions in things, it is the special point of the 
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statistical science to observe the socioeconomic phenomena from a quantita- 
tive standpoint. Of course, quantity can never be separated from quality; 
quantity to some extent induces qualitative changes. It is for this rea- 
son that quantity is bound up with quality, but we must not, out of this 
consideration, deny that the specialty or the science of statistics is the 
Study of quantitative aspects. As to the alleged need for statistical work- 
ers to penetrate deeply into the internal rules of things in their compre- 
hensive analyses, thus involving them not only in the quantitative aspects 
of the sociceconomic phenomena but also in the qualitative aspects, even 
extending their involvement to the superstructure, all these areas belong to 
the sphere of political economics and other related fields of science. The 
actual work of statistical departments is “a joint struggle in many fields 
of science,” and not something that can be solved with the means of only the 
one field of socioeconomic statistics. The students of statistics and the 
statistical cadres are to study not only statistics, but must first of ali 
study philosophy, political economics, as well as the natural sciences and 
should be knowledgeable in production technology. 


4. What is the Relationship Between Investigative Research and Socioecono- 
mic Statistics? In the Methods Applied in Statistical Work, What is the 
Relationship Between Comprehensive Statistics and Type Model Investigations 
and Other Methods? 


Many comrades were of the opinion that the research that Comrade Mao Zedong 
had always advocated is an excellent tradition of our party and that this 
excellent tradition must be preserved and developed in our research and in 
the building up of our country's science of socioeconomic statistics, but 
opinions differed as to the relationship between the research that Comrade 
Mao Zedong advocated and socioeconomic statistics. One opinion suggests 
the two should be integrated into one to create one field of "statistics 

of social investigation.” Another opinion suggests that the investigative 
research ideology be made the guiding ideology in socioeconomic statistics, 
to make type model investigations into a method of socioeconomic statistics 
and that these can be set forth within the socioeconomic statistics with- 
out the need to establish a separate field of “statistics of social inves- 
tigation.” A third opinion has it that Comrade Mao's research ideology is 
a development of Marxist-Leninist epistemology which is of universal signi- 
ficance in the cognition of social and natural phenomena. As regards the 
investigative research of social phenomena it pays attention not only to 
quantity but also considerable attention to quality as it lays stress on the 
vital conditions of the actual situation. If it is forcibly made into a 
part of the science of socioeconomic statistics, it would on the one hand 
disrupt the system of statistics, which has the study of quantitative aspects 
as its object, and on the other hand it would lower the significance of 
Comrade Mao's ideology of investigative research and thus be improper. In 
the present set-up of the curriculum it would be possible to have two cour- 
ses, namely “Investigative Research of Socioeconomics” and "Theory of So- 
ciloeconomic Statistics.” 





What is the relationship of Various Methods in the Actual Work of the Sta- 
tistical Departments? One opinion has it that comprehensive statistics 
and type model investigations should be integrated and the method to be 
applied must be determined according to the particular task and the par- 
ticular object, using in a flexible way the “skill in wielding the 18 kinds 
of weapons.” Another opinion believes that the many years of practical ex- 
perience have established as the main task of the statistical departments the 
job of providing comprehensive data, and in collecting data the main method 
used was that of comprehensive report forms, while at the same time using 
the type model investigations and also other methods. At present too lit- 
tle attention is being paid in actual statistical work to type model and 
other methods of investigation (including sample investigation) which ac- 
tually should be energetically promoted. The view held by some people in 
the past that sampling irvestigations are “bourgeois rubbish" is erroneous. 
We must rehabilitate sampling investigation and use it extensively in such 
areas as the investigation of agricultural yields, family livelihood and 
testing cf product quality. 


5. How to Improve the System of Statistical Indices? How to Reflect Eco- 
nomic Effectivity? How to Produce Good Overall, Well-Balanced Statistics? 


Many comrades were of the opinion that at present socioeconomic statistical 
studies are giving too little attention to the study of the theory of statis- 
tical indices. In actual statistical work, there are a great number of 
problems (which are in need of serious study and gradual improvement) with 
respect to the way the present system of indices reflects socioecononic ef- 
fects and the proportionate relations in the national economy etc. These 
require conscientious study and gradual improvement. 


Many comrades also suggested that in view of the serious disolocations in 
the proportionate relations of our country's economy brought about by the 
obstructive interference and sabotage of Lin Biao and the "gang of four,” 
which have not yet been completely mended, it is henceforth also necessary 
to perfect the regular statistical analysis of the economic balance in our 
national economy. It was suggested that the “input-output” methods, and 
other methods appropriat to the actual conditions of our country, be stu- 
died and used to strengthen work in this direction, thus to benefit our na- 
tional economy by having it develop systematically and in a well-propor- 
tioned and rapid way. 


6. What Indices Would Best Reflect the Speed of Development of our National 
Economy? How to Treat and Utilize Total Cutput Value, Net Output Value, 
End Product Value, Production Indices, etc.? 


The problem of speedy development is a political question which has the 
serious attention of the leadership in party and state organs at all levels 
and the attention of the masses, but there are differing views on what in- 
dices to apply to reflect realistically the speed of development. One 
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opinion has it that the main index should be "the value of the end product,” 
and that the total output value and the net output value should have supple- 
mentary functions, because the end product value is an index that can rela- 
tively well reflect the true conditions of production development and does 
not contain that great an amount of duplicate computations as total output 
value, and furthermore is being used by the majority of the countries of 

the world thereby facilitating comparisons with other countries. Another 
opinion believes that the "end product value" index lacks a theoretical 
basis and it would be more advisable to use the total output value index, and 
then use net output value and end product value indices as supplementary. 

A third opinion suggests to reflect the speed of development by compiling 
production indices according to the methods of the Western countries. 


On the question of how to eliminate the factor of changing prices in the 
comparison of value fluctuations, some comrades expressed the opinion that 
the "fixed prices" used since the establishment of our government, viewed 
over a long period of time, are "variable prices" which have been changed 
three times in the past 20-odd years and will be changed again in future. 
Furthermore, this method of "fixed prices" is in many respects not condu- 
cive to the development of productior technology. They suggested to change 
to a use of prevailing prices in these calculations and at the same time 
compile commodity price indices to eliminate the factor of changing pri- 
ces and to facilitate comparisons. 


7. How to Detect and Properly Deal With the Contradictions in Socioecono- 
mic Statistical Work? How to Give Full Play to Statistical Legislative Mea- 
sures? 


Many comrades were of the opinion that it was correct in past research in 
Statistical theory to point out the superiority of socialist social statis- 
tics, but due to the influence of metaphysical ideology the contradictions 
in statistical work were researched very little or not at all. Im the sta- 
tistical practice in our country over the last 30 yee:s, many contradic- 
tions have evolved in statistical work- For instance, as regards the ob- 
jectivity of statistical figures it was believed in the past that under the 
conditions of socialism wher all means of production had reverted to pub- 
lic ownership and due to the "consistent nature of our morality," there 
could not be any false or spurious statistical figures. Actually, it has 
been proven that the public ownership of the means of production and the 
socialist consciousness of the masses have provided excellent preconditions 
for the objectivity of statistical figures. However, due to the influence 
of bourgeois ideology and other reasons, it is still a problem that must 

be given serious attention, namely how to ensure the truthfulness and relia- 
bility of statistical figures and keep them from subjectivist interferences. 
Furthermore, the system of organizing statistical work, how, due to the 
special requirements of having all statistical data collected throughout the 
entire country and of having uniform specifications and methods throughout 
the country, to achieve centralized uniformity and furthermore, under cen- 
tralized, uniform guidance, give full play to the active enthusiasm of the 
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various localities and departments, to have everybody join in doing a good 
job at statistical work, that too is an important problem and the experi- 
ences in this respect must be intensively summed up. 


In order to adequately deal with all kinds of contradictions in socioeco- 
nomic. statistics, many comrades expressed the opinion that legislative mea- 
sures must be initiated and perfected and that provisions should be incor- 
porated into the legal system of the socialist state to ensure the truth- 
fulness of statistical figures, to prohibit false reporting and to deter- 
mine the official responsibilities, powers and duties of those concerned 
with statistical work, etc. This is most necessary. 


8. How to Treat Dialectically the Relationship of Service and Supervision 
in Statistics? How to Develop Statistics as an Effective Service and a 
Supervisory Control in the Course of the Four Modernizations? 


Quite a number of comrades pointed out that there had been many formulations 
for the object of statistical service, for instance, statistics are to serve 
planning, to serve the central work of the party, to serve the social revo- 
lution and construction, to serve proletarian politics, to serve the class 
or production struggle, to serve the three revolutionary movements of scien- 
tific experimentation, etc. Exactly how to define this function is a mat- 
ter that deserves serious study. Many comrades believed that according to 
the demands posed by the new era, the future tasks of statistical work 

must be to serve the construction of a strong, modern, socialist country. 


With regard to the relationship of service and supervisory functions, many 
comrades believed the two are not at all opposites that confront each 

other, but are a dialectic unity. The statistical departments reflect the 
objective conditions accurately and on time, analyze these conditions by the 
“one divided into two" method, assess achievement positively and expose 
contradictions, thus they are effective as a service and also effective as 

a supervisory control. Statistical work is a powerful weapon in the hands 
of the leadership organs of party and state at all levels in effecting su- 
pervisory control over and struggle against fraudulent practices and viola- 
tions of law and discipline. Statistical personnel are firmly maintaining 
the truthfulness of statistical figures and engaging in struggle against 
certain leadership personnel who commit fraudulent acts. In doing so, sta- 
tistical personnel are not at all violating the principle of centralized 
party leadership in statistical work. On the contrary, they are defending 
end upholding this principle. For instance, the statistical personnel of 
one province were conducting a struggle for several years against the mis- 
guided actions of a deputy secretary of the provincial party committee in 
willfully altering statistical figures; that in actual fact was-~<on the 

part of the statistical personnel--acting to uphold and defend the leader- 
ship of the provincial party committee. The action of Lin Biac and the "gang 
of four" in their all-out efforts to destroy the truthfulness of statistical 
figures and their prohibition of statistical supervision were absurdities 
that must be criticized. In the future, in the course of realizing the 
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four modernizations and for the purpose of having our national economy de- 
velop systematically, well-proporctioned and at great speed, of firmly up- 
holding the socialist direction and struggling against all kinds of unhealthy 
trends and evil practices, it is very necessary to advocate the firm spirit 
of courageous struggle, seeking truth on the basis of objective facts, and 

it is equally necessary to give full play to the service and supervisory 
functions of statistical work. 


9. How to Deal Correctly With Foreign Statistical Theories and Methods? 
How to Learn Analytically and Critically From Foreign Countries? 


Some comrades reviewed our past experiences and lessons gained from learn- 
ing from foreign countries. In the early years of our government, it had 
been necessary to learn from Soviet statistical science which was then un- 
der the leadership of Stalin. 0. achievements at that time were conspi- 
cuous, but in several areas there prevailed the defective practice of me- 
chanically imitating and copying. Later these defects were overcome to some 
extent. However, during the time when Lin Biao and the "gang of four" were 
on the rampage, all this work was turned into a target for criticism and 
bogged down in the pitfall of the other extreme. While it is completely in 
order and necessary to criticize the reactionary points in the statistical 
theories and methods of the capitalist countries, it is wrong not to dis- 
criminate and to adopt an attitude of negating everything. This in fact 
amounts to blindfolding yourself and impeding the progress in statistical 
science in our country. In the future we shall engage in a conscientious 
study of foreign things, adopt the essence, reject the dross and integrate 
them into the realities of our country, thus rectifying the blindness and 
onesidedness that we displayed in the past. 


10. How Best to Integrate Theory and Practice? What are the Positive and 
Negative Experiences Since the Establishment of our Government? 


Some comrades pointed out that we should conscientiously sum up the rich 
positive as well as negative experiences made in the course of our country's 
almost 30 years of statistical work, during which time we experienced two 
large turns of events. In the matter of integrating theory and practice, 

we have had two trends, one was not to pay attention to any integration with 
practical experiences, a trend which prevailed in the early days of our 
government. The other was to simply transplant the momentary slogans and 
methods of actual practical work into theory, or to accept a practical work 
experience as a universally valid rule. Both these trends obstruct the de- 
velopment of statistical theory and practice. In future we must use Marx- 
ism-Leninism and Mao Zedong Thought as our weapon, subject experiences to 
extensive democratic discussion, accept practice as the only criterion for 
truth and summarize historical experiences, raising them to the level of 
theory by seeking truth on the basis of objective facts. 


There were also some comrades who pointed out that statistical theorists 
must improve their ways of penetrating deeply into the realities of life 
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and to learn from the masses, especially to learn from advanced workers and 
advanced collective groups. For instance, good examples for statistical 
work following the mass line were established when in many of our country's 
enterprises, communes and working teams special positions were created for 
personnel to integrate with the masses and have the masses participate in 
statistical work (to collect or complement primary data), to have the mas- 
ses use statistics (to promptly publish statistical figures to compare and 
assess competitions), to have the masses exercise supervisory contrel over 
Statistics (check the truthfulness of statistical figures). We must sum up 
the good experiences that have passed the test of practice because these ex- 
periences will replenish and enrich the content of our statistical theories. 
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GENERAL ECONOMIC INFORMATION 


"NET OUTPUT VALUE' TO REPLACE 'GROSS OUTPUT VALUE' AS ECONOMIC INDICATOR 
Beijing JINGJI YANJIU in Chinese No 4, 20 Apr 79 pp 50-51 


[Article by Wan Dianwu [8001 0368 2976]: "Proposing ‘Net Output Value’ 
as the Main Economic Indicator”"] 


([Text] In the wake of the developing capitalist industrial production, Swe- 
den, in 1830, for the first time used "gross output value" as a statistical 
indicator. In 1850, the United States began to calculate its statistics 

on the basis of gross output value. Later, England, Germany, Russia, Canada 
and other countries followed using the same indicator. However, due to cer- 
tain weaknesses in this index figure, several countries later changed over 
to the use of “net output value” or some similar indicator. In 1932, the 
United States used "value-added output" as indicator (that is new value 
added to the work object, i. e. net output value plus a depreciation charge 
for fixed assets). After World War II, many countries used this indicator. 
At present, in the United Nations’ "Yearbook of Industrial Statistics," 
which includes 101 countries and areas, 87 of these calculate "gross out- 
put value,” 81 “value-added output" and 80 calculate both indicators si- 
multaneously. 


In our country's statistics, both the "gross output value” and the "net out- 
put value" are to be found. However, in actual practice, the "gross out- 
put value" is frequently taken as the main indicator and the "net output 
value" is seldom used. To assess the conditions of our country's industrial 
enterprises, we have eight economic-technical indices and although there is 
no "gross output value” among these, the average labor productivity, pro- 
fit rate, rate of use of circulating capital, etc. are all calculated with 
the use of "gross output value." It is therefore not surprising that some 
comrades in our factories say that gross output value is like a supersovereign 
of all the eight economic-technical indices. Departments of the party and 
the government also often use the size and growth rate of the gross output 
value for comparisons in their work concerning various branches of the 
economy or the various areas of the country, for instance in such statements 
as: the gross output value of the Beijing industry surpasses that of Tian- 
jing, but is only about equal to two-fifth of that of Shanghai. To take the 
gross output value in this way as the main economic indicator has generated 
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many problems in theory as weli as in practice. In the fifties this touched 
off public discussions among ¢2partments working in economics and among 
economic scholars on the advantages and disadvantages of “gross output 
value." It is not without good reason that some economic departments are 
continuing to explore this problem during the last 1 or 2 years. 


In our actual work we are becoming increasingly aware of the many deficiencies 
of the "gross output value" when used as an indicator to examine and assess 
industrial performance, and that it would be better to use the "net output 
value.” Here when we talk about taking "net output value" as the principal 
economic indicator we mean: first, to take it as main indicator to analyze 
the speed of economic development, the ratio of industry and agriculture in 
the economy, the ratio of accumulation and consumption and for the com- 
parison of the scale and speed of economic development in various areas. 
Secondly, to take it as main indicator in our evaluation of industry. This 
does not mean of course to abolish "gross output value” as an index, but 
merely that it is unsuitable to be our principal economic indicator. 


The reasons for using the “net output value" instead of the “gross output 
value" as our principal economic indicator are the following: 


Firstly, the "net output value” conforms more accurately to reality than the 
“gross output value.” The present "gross output value” contains many du- 
plicated figures. The industrial "gross output value" is in general double 
the size of the "net output value." Socialist production mainly pays at- 
tention to the additional material wealth newly created for the country 
within a certain period of time. In this sense indication by "net output 
value" is more precise than by "gross output value." Examined by branches 
of industry, we find that the "gross output value" is comparatively small 
in raw materials industries such as coal, lumbering, mining, petroleum, 

salt and the steel industry, and that it is comparatively large in the pro- 
cessing industries because there it contains the embodied labor used in the 
initial industrial process. The average labor productivity of a worker 
calculated on the basis of “gross output value" and taking the 1978 figures 
for Beijing municipality as example, was: in the textile industry over 
23,000 yuan, in the engineering industry over 13,000 yuan, but only 2,000 
yuan in the coal industry (here we have the element of somewhat low prices). 
To weigh against each other the work performances in the various branches 
of industry would of course not conform with reality. In the same way using 
the “gross output value” for various kinds of economic analyses would not 
reflect economic conditions as accurately as when using "net output value.” 
For instance, using "gross output value" in calculating the ratio of in- 
dustry to agriculture in our country on the basis of the i977 figures would 
give a ratio of 75 to 25, and give the impression that we had already 
achieved a remarkable degree of industrialization. When using the “net out- 
put value" the ratio would be 58 to 42. Viewing the overall economic con- 
ditions in our country's vast number of villages and towns, it is obviously 
the latter ratio which comes nearer to the actual conditions. Examining the 
actual reasons we find that since it is mainly living labor that is in- 
volved in the various branches of agricultural production, such as planting 
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and growing, animal husbandry, forestry, fishery, etc., and very little en 
bodied labor enters into the products of these branches, it is only natural 
that its gross output value cannot be high. It is not like this in the 
processing industry. The basis here is the embodied labor used in the 
initial industrial process. For instance, in producing flour from wheat, 
the production process is very simple but the “gross output value" of a 
flour mill with 200 or 300 men frequently exceeds the "gross output value” 
of wheat of a whole county. 


Secondly, the advantages of using the “net output value” are greater than 
using the “gross output value” in assessing industry, and the disadvantages 
are less. At present the following conditions have become apparent when 
measuring industrial operations at various places, using “gross output 
value" in the comparisons: In some factories parts were originally manu- 
factured in the factory itself but in order to raise the gross output value 
they simply bought the parts from outside and assembled the items. To bol- 
ster the gross output value at the end of the month, or especially at 
year's end, some factories would rush raw materials into the manufacture of 
semifinished products or large items, leaving certain parts to accumulate 
in stock. The engineering industry, textile industry and light industry of 
our country has felt a widespread shortage of raw materials, “cannot get their 
fill," and as a result of the pursuit of "gross output value” much raw ma- 
terial has been wasted and the contradictions in industrial production ag- 
gravated. Of course, the "net output value” could also lead enterprises to 
disregard economy in labor force but this vroblem could be solved by a 
strengthening of labor management, by institut'ng a capital fund and bonus 
system in the enterprises and by other methods. 


Thirdly, to use “net output value” as the main economic indicator is much 
more in accordance with the principles of economics. The objective of so- 
cialist production is to satisfy continuously the material and cultural 
needs of the state and the people at an ever increasing rate. Only after 
subtracting that part of the production material that replaces whatever has 
been used up and consumed, do we get the true amount of newly created 
material wealth. Even operating an enterprise owned by the people as a 
whole, we must also deduct from the "gross output value” the labor expended 
in producing the basic raw materials to arrive at the amount of newly 
created value produced by that enterprise. If we do not carry out these 
deductions and add up the "gross output value" of all factories into a 
"gross output value" of the entire industry of the country, we have included 
large duplications in this calculation which cannot represent the amount of 
newly created wealth. 


Fourthly, to adopt the "net output value" as the economic indicator is quite 
feasible in actual practice. In 1978 Romania replaced the "gross output 
value" with the “new output value" as principal economic indicator to assess 
the performance of its enterprises. Reward funds for staff and labor wel- 
fare were also issued on the basis of "net output value" ach °° In our 
country's present statistical system we have already the "net »:.., at value” 
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indicator. To change over to the use of “net output value” as the main eco- 
nomic indicator would not at all involve an excessive amount of extra work 
for our statisticians. It is true though, that the "gross output value” is 
easier and quicker to figure out at the end of a period by merely multiply- 
ing the production with the unit price, and the “net output value” calcula- 
tion is less advantageous as far as timeliness is concerned because it has 
to await the arrival of a number of accounting figures. However, accuracy 
must take priority over timeliness because it is a most fundamental demand 
that every kind of economic indicator must be accurate and scientific. 
Furthermore, after strengthening the work of calculating the "net output 
value" and according to the principle that practice makes perfect, improve- 
ment could also be achieved as far as timeliness is concerned. 


Of course, no economic indicator can be perfect in every way, “among two 
good alternatives, we must choose the more impirtant one." By and large it 
is more reasonable to use the “net output value" as economic indicator 
rather than the "gross output value." This is my opinion which I here 
present for discussion and as a reference for those in the relevant leader- 
ship positions. 
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ECONOMIC FORM OF SOCIALIST ECONOMY EXAMINED 


Beijing JINGJI YANJIU in Chinese No 4, 20 Apr 79 pp 52-57 


[Article by Liu Mingfu [0491 2494 1133]: "The Economic Form of the Social- 
ist Econory"] 


[Text] The question of reforming the system of economic management is now 
being discussed in our country. 


The question has already been raised as to whether every business enter- 
prise must adopt the organizational form of separate companies of various 
kinds according to the principle of coordination among specialized depart- 
ments. Some comrades have proposed that the principal organizational form 
for enterprises should be powerful specialized or integrated companies with 
unified manpower, finances, and material, unified production, supply, and 
marketing, and a single chain-of-command. 


The question of a managerial system by which each business enterprise must 
manage its enterprise according to a system of independent economic account- 
ing, has also already been proposed. Some comrades have suggested that the 
core of the system of independent economic accounting in enterprises must 
be that each enterprise must itself bear responsibility for profits and 
losses and that the interests of each employee and worker must be closely 
linked to the quality of management of that enterprise. 


In that case, what is to be the relationship among the various enterprises? 
How are we to organize the division of labor and cooperation throughout 
our entire society? How are we to establish on the basis of the inherent 
internal relationships between the various enterprises a coordinated en- 
tity of economic management throughout our entire society and achieve a 
highly effective system of economic management? 


This is inevitably linked with the question of the economic form of our 
country's socialist economy. 


The transition from the economic form of a natural economy to the economic 


form of a commodity economy has been a great step forward in mankind's his- 
tory. It is the inevitable outcome of the continuous development of 
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relations between social productive forces and social division of labor and 
cooperation. 


If we leave aside the relationship between different classes and distinguish 
the different economic forms merely by whether division of labor and coop- 
eration has been well developed and whether exchange relations play a pi- 
votal role then mankind's history would show right up to the present only 
these two economic forms, the natural economy and the commodity economy. 


Apart from these, our mentors of Marxism have predicted that as a conse- 
quence of the extensive development of productive forces and arriving at the 
high developmental stage of socialism, there will be born an economic form 
that will not use money as medium of exchange, namely an economic form of 
product exchanges. However, this type of new economic form cannot appear 
at the low stage of socialist society of our country with its comparatively 
low level of productive force, and can certainly also not appear at the in- 
termediate stage of development in the socialist society. 


In that case, during the long period before us, exactly to what economic 
form must our country's socialist economy belong? Is it a natural econony 
or a commodity economy? 


Since we have been restricted for a long time by the viewpoint that the 

means of production exchanged among the various enterprises in the system of 
ownership by the people as a whole must not be considered commodities, we 

were in actual fact not admitting that socialist economy is natural econony 
nor were we admitting that it was commodity economy. As we see it now, this 
understanding and this method of handling the question deserve our reconsidera- 
tion. 


1. Practice is the Only Criterion for Testing Truth 


If we examine on the basis of our 30 years of practical experience whether 
to deny that our socialist economy has the character of a commodity economy 
is conducive to the development of productive force and conducive to giving 
full play to the superiority of the socialist system, we have to answer 
that it is not. Why? 


First of all, ever since the appearance of the commodity economy, the pro- 
cess of social reproduction of the commodity economy comprises a process of 
circulation. Separated from the process of circulation, there could be no 
process of social reproduction. This is one of the most important differ- 
ences between a commodity economy and a natural economy. 


In the large-scale socialized production that we are engaged in, if there 
were no exchanges among the various individual enterprises, we would have 
no way of carrying out cooperation and also no way of carrying out social 
reproduction. However, because we did not recognize in the past the com 
modity economy nature of socialist economy, we could not avoid regularly 
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overlooking the inherent relationship between the circulatory process and 
the production process, and fail to arrange for comprehensive study and 
planning regarding production and circulation. As 4 result it was inevi- 
table that many enterprises did not take exchanges as their objective, did 
not see as their objective the satisfaction of the needs of their trading 
partner, and consequently did not see as their objective the satisfaction of 
the needs of society, but frequently produced for production's sake. They 
did not let sales determine production, but frequently had production deter- 
mine sales. As a result the goods produced were often not suitable for the 
market; om one hand certain products were overstocked and on the other hand 
certain articles were always out of stock. It meant that many enterprises 
ignored economy in labor and gave no attention to a careful study of to how 
to produce the greatest useful value with the least expenditure of labor. 

As a result there were few commodities at cheap price and good quality but 
many of inferior quality and high prices. it was then also unavoidable that 
many who worked in the circulation sector of the economy did not pay atten- 
tion to economy in circulation time and did not pay attention to careful 
study of how to satisfy the needs of society at the highest speed of cir- 
culation. As a result a transaction that required 1 dollar in the capital- 
ist countries would require several dollars to accomplish in our country. 
Furthermore, much work done in the circulation process was done with great 
inconvenience to the masses. 


Secondly, unlike the natural economy, the commodity economy involves borrow- 
ing and loaning. The borrowing and loaning that accompanies exchanges, the 
mutual supplementing and helping, constitute one of the great differences 
between a natural economy and a commodity economy. Credit relationships are 
of great benefit in speeding up the turnover of social capital, to raising the 
efficiency in the use of social capital and in helping speed up the pro- 
cess of social reproduction. We are engaged in large-scale socialized pro- 
duction and should of course have speeded up the circulation of social 
capital by every possible means for the purpose of helping speed up the 
process of social reproduction. However, because we denied in the past that 
a socialist economy has the character of a commodity eccnomy we generally 
paid no attention to the circulation or the speeding up of the circulation 
of social capital. We did not give full play to the active function of 
banking operations and credit funds. Why was it that most of the capital 
for our business enterprises came from fiecal allocations and only a small 
part came from bank borrowing? It was because we were held captive by the 
ideology of self-sufficiency; we believed in having more independent capital 
and not to have to ask others for help. Now everybody has become aware that 
this method was not at all beneficial for attaining fullest efficiency in 
the use of social capital and not at all beneficial for the raising of the 
managerial quality in business operations. This is a good beginning. In 
agricultural loans the actual fact was that a disguised form of fiscal 
allocations was being practiced. In agricultural loans there was not only 
the situation in which loans were not being repaid but some people even 
suggested that all debte should be completely remitted. Can such an idea 
and such methods possibly raise the effectiveness of investments? Can they 
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possibly raise the managerial quality in the operation of the rural people's 
communes? Will they benefit the development of large-scale socialized pro- 
duction in the countryside? The advantages and disadvantages involved are 
well worth our continued consideration. 


Thirdly, unlike the natural economy, there are rental relationships in the 
commodity economy. Renting and exchanging, supplementing and helping each 
other, that is one of the great differences between a natural economy and a 
commodity economy. Rental relationships are of great benefit for the eco- 
nomical use and fullest utilization of social wealth. If we had fairly 

well developed rental facilities, many items of low utilization ratio that 
would originally be purchased individually by the various units could be made 
to fully satisfy the social needs by means of rental arrangements and we 
could thereby also avoid the individual purchasing and the continuous and 
large-scale waste of social wealth. 


However, because we denied in the past the commodity economy nature of the 
socialist economy, we of course paid no attention to the promotion or sup- 
port of rental arrangements. Since we were held captive by the ideology of 
self-sufficiency, the general inclination of enterprises, businesses, gov- 
ernment organs, schools and military units was to provide for themselves all 
kinds of motor vehicles, and they would rather have them stand idle--pre- 
paredness averts perils--than develop rental arrangements for motor vehicles 
and thus raise the utilization rate of these cars. At the same time many 

of our units have large numbers of little used large pieces of equipment, 
instruments and meters as well as many little used books and periodicals. 
They are used more or less the same way as, or even less than, the motor 
vehicles. However, there was not one responsible unit that would promote 
setting up rental arrangements. This is a huge waste of social wealth. 


Fourthly, unlike a natural economy, there are many service facilities in a 
commodity economy. It is in the nature of exchanges of labor. Such ex- 
changes supplement and assist the exchange of commodities. It is of great 
benefit in economizing and fully utilizing the social labor force. Social 
service occupations have today already become an urgent social necessity 

be they serving production, capital construction, business management work, 
daily life, or scientific and cultural affairs. 


Why is it that in our country the social division of labor and mutual co- 
operation has been so little developed, so that many enterprises, businesses, 
government organs, schools and military units must provide everything they 
need themselves, have to be all-encompassing, have to be self-sufficient and 
never ask anyone for help? Why is there pressure to have “the factory serve 
society" and there cannot be "society serve the factory?" Precisely because 
in the past we denied the commodity economy nature of the socialist economy 
and we did not use our brains to organize labor service exchanges, which cer- 
tainly was a great waste of the social labor force. 


Fifthly, unlike a natural economy, a commodity economy has many trust and 

agency enterprises. For instance, entrusting an agent to buy or contract, 
to purchase and well, to hire, to train, to investigate, to write, to draw, 
to calculate, to introduce, to design, etc. This is also a labor exchange 
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in nature, as well as a kind of division of labor and cooperative relation- 
ship. It is highly beneficial for raising the productivity of social labor 
and can also provide society with many conveniences. 


Since in the past we denied the commodity economy nature of the socialist 
economy we naturally could not pay great attention to these matters. As a 
result, pecrié had to attend to everything personally, every man struggled 
by himself, exergy was wasted and efficiency went down. This was a tre- 
mendous squandering of social labor forces. 


Sixthly, unlike a natural economy, there is in a commodity economy a very 
complex division of labor and cooperative relationships among the various 
individual economic units. The overall d‘stinguishing feature is that the 
horizontal division of labor and cooperative relations are very mumerous but 
the vertical commend and control relations few. 


In the past, due to our not recognizing that the socialist economy is a com 
modity economy in nature, we inevitably always neglected the inherent links 
between the various sectors in the course of social reproduction and one- 
sidedly emphasized purely administrative measures of control. As a result 
many necessary horizontal relations of division of labor and cooperation vere 
severed, and many unnecessary vertical relations of command and control were 
continuously generated, thereby destroying many necessary horizontal rela- 
tions by the many unnecessary vertical links. How could we in this way 
achieve a comparatively high level of economic efficiency in our reproduc- 
tion process and in the circulation of social capital? 


On the basis of our newly gained knowledge, we must now once more and in a 
new way attend to all the above-mentioned division of labor and cooperative 
relationships. 


2. The New Long March Demands That we Change our Old Ideas 


There is no doubt that in the course of the four modernizations our country's 
commodity production will certainly experience a great development. 


The great development of commodity production has as its purpose to satisfy 
the needs of a greatly expanding foreign trade and the needs of a greatly 
expanding exchange of goods between urban and rural areas. To satisfy the 
livelihood needs of the peop’ ve urban and rural areas is an obviously 
growing need. 


As we have earlier already designaied these three types of goods as commo- 
dities of trade, we all recognize that they must all be priced economically 
and be of good quality as well as appropriate for the needs. We all will 

also want to demand that all the production and commercial enterprises con- 
cerned with these three types of commodities observe the economic laws of 

the socialist commodity economy in doing a good job of business management, 
in giving attention to economizing in production time and circulation time. 
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However, there arises one question. The finished products must be of good 
quality. Management of the enterprises that manufacture these goods must 
conform with the economic laws of the socialist commodity economy. Some 
claim that since the many items of raw materials, fuel, other materials, me- 
ters, instruments and industrial equipment to manufacture the commodities 
are themselves not commodities for trade, we cannot demand that the enter- 
prises concerned do a good job as to managing their production and circula- 
tion processes according to the economic laws of the socialist commodity 
economy, cannot demand of the relevant enterprises that they economize in 
labor and circulation time, and cannot demand that they be economically pri- 
ced and of good quality es well as appropriate for the requirements. Would 
that be possible? Would such a method ensure that they would be fit to pro- 
duce good finished products for trade? That would be metaphysical thinking, 
subjective onesidedness and unrealistic. 


It must be emphatically made clear that since we shall in the future have to 
import from abroad large quantities of advanced technology and advanced 
equipment, we must from now on speedily raise our ability to repay the for- 
eigr. suppliers. To achieve this purpose we must produce a sufficient quan- 
tity of export commodities that are economically priced, of good quality and 
appropriate for the requirements and that are highly competitive in the in- 
ternational market. In order to produce a sufficient quantity of export 
commodities that will be highly competitive in the international market, 

we must do a good job of the entire national production and circulation ac- 
cording to the economic rules of the socialist commodity economy, and ve 
must make efforts to have our country gradually catch up with and even sur- 
pass the advanced world level of economy in production and circulation time. 
If we do not do that we cannot march on victoriously on our long march and 
we cannot establish our nation in the commmity of nations. Under no cir- 
cumstances must this be dismissed light-heartedly. 


3. Commodity Economy and Planned Economy are not Two Opposites 


We must not set commodity economy against planned economy. A natural eco- 
nomy, not a planned economy, is the opposite of a commodity economy. 


The difference between a natural economy and a commodity economy is that 
commodity economy is that form of economy where, on the basis of a fairly 
well developed division of labor and cooperation, the various production 
units can establish economic links with one other only through the exchange 
of money or commodities. In contrast, a natural economy is that economic 
form where there is a low level of division of labor and cooperative rela- 
tionships, the various production units have no exchanges of money or com- 
modities and therefore also no economic links tc speak of. 


Can a planned economy be established on the basis of a natural economy? It 
cannot. Can a planned economy be established on the basis of production 

exchanges at a time before the production force has developed to a stage not 
needing money as equivalent? Again, it canmot. In today’s China, a planned 
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economy can only be established on the basis of a commodity economy. This is 
an unavoidable historical process and also an inviolable objective law. Why? 
Because if we discard exchange relations, there would be no way to establish 
division of labor and cooperation among the various economic units of pre- 
sent-day China and society could not be molded into one whole. There would 
be no state planning left to speak of. Because if we abandon the magnitude 
of value for commodities: 


Firstly, we could not effect the various overall balances in the social re- 
production process. 


Secondly, we would have no way to examine the labor productivity in the so- 
ciety or to examine the various different economic effects. We would also 

have no way to effect distribution according to work and redistribution of 

funds according to different economic achievements. 


Thirdly, we would not achieve the greatest saving in production and circula- 
tion time according to the demands of the law of pricing. We could not 
achieve production of the best good. with the least expenditure of labor. 

We could not provide society with an ever increasing amount of surplus pro- 
ducts for an improvement in the people's livelihood and an expansion of re- 
production. 


Fourthly, we could not conscientiously utilize economic policies as regards 
customs revenue, interests, profits and pricing to direct and guide our 
various economic undertakings. 


If we could not do all these things, there would be no more state planning 
worth being called that. 


A planned economy can indeed be built up on the basis of a commodity econ- 
omy, because in our country we have for a long time already carried out 
planned management in the enterprises producing what everybody already 
openly acknowledges are commodities for trade and in the circulation sec- 
tor of the economy. Now we only want to expand the scope. We want to ef- 
fect planned management, according to the economic laws of the socialist 
commodity economy, of the production and circulation processes concerning 
all the means of production which we originally called "“non-trade commodi- 
ties" and which are being exchanged within the system of ownership by the 
people as a whole. This can only bring advantages and no disadvantages. 
Besides, only by correctly utilizing the factors that give full play to the 
superiority of socialism, such as suitability and flexibility in the com- 
modity economy and by managing the economy through direct and indirect plan- 
ning, can we attain a superstructure and economic relations that will be 
even better suited to the development of our country's production force. 


4. Commodity Economy is not a Special Feature of the Capitalist Society 


The commodity economy has attained its unprecedented development merely in 
the capitalist society. However, commodity economy is not at all a special 
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feature of the capitalist society. It appeared already toward the end of 

the pericd of primitive communism, it existed in the slave society, in the 

feudal society, in semifuedal, semicolonial old China and in socialist China 

it is in the process of development. l 


The question is therefore not at all whether a commodity economy is in it- 

self good or bad, but rather whether it is part of what kind of social pro- 
duction pattern and of what kind of ownership system, and what social class 
it is serving. 


The commodity economy was not well developed in old China. In present-day 
China there are still 80 percent of the population who are semiself-suf- 
ficient farmers; it is still a country where commodity economy is not well 
developed. The historical task that faces us is certainly not to imagine 
that we can jump across that necessary historical stage, the vigorous devel- 
opment of the commodity economy, but rather how, by following the principle 
of seeking truth on the basis of objective facts and by observing the objec- 
tive laws of economics, we can speedily develop a socialist commodity eco- 


nomy. 


If the bourgeoisie can utilize the economic form of capitalist commodity 
economy to achieve an unprecedented development of the productive force, 

why should the proletariat not be able to utilize the economic form of a 
socialist commodity economy and achieve an unprecedented development? Of 
course, up to now we have not yet learned to utilize the said economic form, 
but we must have determination and confidence in learning to utilize it. 


To guarantee the socialist character of our country's commodity economy 

we must conscientiously promote socialist democracy and always guarantee 
the working people their position as masters in every respect. We must 
never allow labor to become a commodity. We must conscientiously perfect 
the socialist legal system and resolutely struggle against any trend to 
have the cadres become a privileged class and certainly not allow the ser- 
vants of society to change into the masters of society. We must also con- 
scientiously nurture the socialist morality and customs and resolutely 
struggle against any activities that harm the public interests. We must 
prevent actions that benefit oneself at the expense of others or enrich one- 
self at the expense of the public from attaining their purpose. On this 
basis we must be willing to and capable of adopting from the examples of 
organizational forms, managerial systems, business methods, division of la- 
bor and cooperative relations in foreign commodity economies everything 
that is beneficial toward bringing into full play the superiority of our 
country's socialist system. We must start out from the actual conditions 
in our countrv and reform our system of economic management, our system of 
planning and our planning methods. 


5. One Central Thought Must Govern the Reform of our System of Economic 
Management 
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What is to be contained in this central idea is a question that deserves 
our serious study. If we do not do that, how are we to reform? 


Some tentative ideas on this point are as follows, they may or may not be 
suitable: On the foundation of a perfect socialist democratic system and 
basing on the economic laws of a socialist commodity economy and the prin- 
ciple of independent economic accounting for all enterprises, we must re- 
form and build up our system of economic management, our system of planning 
and our planning methods; we must improve and strengthen the unified leader- 
ship of the party over economic work. 


One point is most important in this connection. It is that we must clearly 
understand that our socialist economy is a socialist commodity economy. We 
must be adept at regulating our production through a planned, conscientious 
utilization of the law of value. 


To clarify this understanding it might not be amiss here to study again 
the following chapters from the writings of our Marxist teachers without 
feeling bound by any onesided viewpoints: 


1. “Currency cannot suddenly be abolished at one stroke. To abolish money, 
we would have to build up an organization for the distribution of goods to 
hundreds of millions of people,--that is a matter of many, many years."! 


2. What is circulation of commodities and what is not circulation of com 
modities? We must differentiate this as follows: “Speaking of commodity 
circulation, there are always two things required: commodities introduced 
into circulation and money introduced into circulation. ‘Unlike direct 
goods barter, the circulation process is not concluded with the use value 
changing places and hands...'"* It is therefore only one item, the commod- 
ity, and one item, the money, that are involved in the circulation and that 
constitute commodity circulation. It is not necessary to differentiate as 
to whether the two sides involved in the circulation process are of differ- 
ent systems of ownership or belong to different independent economic ac- 
counting units. 





3. What is commodity production and what is not commodity production? We 
must differentiate this as follows: Since “the so-called commodities pro- 
duction refers to a socioeconomic organization in which products are pro- 
duced by individual, independent producers, at the same time each producer 
specializing in the manufacture of one particular product, it is necessary, 
in order to satisfy the needs of society, to have trading conducted in a 
market-place (the products thereby becoming commodities of trade)."3 It 
follows that commodity production takes place if only there is production 
for the purpose of exchange, for the purpose of satisfying the needs of 
society through exchanges. It is not necessary to differentiate as to 
whether the parties to the trade belong to different systems of property 
ownership or belong to different independent economic accounting units. 
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4. Marx stated long ago: "In the situation when the capitalist production 
method shall have been abolished, but the social production will still exist, 
the determination of value shall play a dominant role in the following 

sense: to regulate labor time and the distribution of social work among the 
various categories of production..."4 We therefore need not regard as two 
opposite the law of value and the law of planned, proportionate development. 


If we examine our reforms under these viewpoints, our outlook will certainly 

be considerably widened and made to conform more with reality. The above 

ideas may not necessarily be appropriate. Please criticize my mistakes 

so that our scudies of these problems may be deepened. I hope in particu- 

lar that a great number of our comrades will launch further discussions. 
FOOTNOTES 


l. Lenin, “First Plenary Session of All-Russia Social Education Delegates” 
in “Lie-ning Quan-ji [The Works of Lenin]" Vol 29, p 331. 


2. Marx, “Das Kapital" Ren-min 1975 edition, Vol 2, p 459. 


3. Lenin, "Lun So-wei Shi-chang Wen-ti [On the So-called Market Question]" 
in “Lie-ning Quan-ji" Vol 1, p 77. 


4. Marx, Das Kapital Ren-min 1975 edition, Vol 3, p 963. 
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GENERAL ECONOMIC INFORMATION 


VIEWS ON SOCIALIST PLANNED PRICE FORMATION 
Beijing JINGJI YANJIV in Chinese No 4, 20 Apr 79 pp 58-64 


[Article by Ji Zhengzhi [4764 2973 3112]: "Several Problems on the Fixing 
of Planned Socialist Prices"] 


[Text] Today, when the reform of economic management has been placed on 
our agenda, the problem of socialist planned price formation has attracted 
the widest attention of workers in the field of economics and economic 
theories and lively discussions have been launched. To join in the discus- 
sion we publish here some incomplete viewpoints on the problem of fixing 
planned prices. 


The price of a commodity is the monetary expression of its value; value is 
the basis of price. Price formation must be based on the social labor ex- 
pended on the production of the commodity. All changes in price can be ex- 
plained on the basis of the changes in value, otherwise the price level 
will lack an objective economic foundation. However, the actual price for- 
mation is furthermore influenced by the relation between supply and demand. 
If supply is adapted to demand, price will on the whole conform to value. 
If supply and demand are out of balance, the price will deviate from value. 
This may be so but in the final analysis value is still the backbone of 
price. Lenin pointed out: "Price is the expression of the law of value. 
Value is the law governing prices, that is the condensed expression of the 
price phenomenon." Under socialism, prices for the main industrial and 
agricultural products are determined by the state in a planned way. The 
determination of planned prices is equally taking value as a basis (some 
comrades suggested taking the production price as a basis for determining 
prices, but the production price is a transformation of the value which in 
the last analysis is determined by value. To say that planned socialist 
prices take value as a basis is therefore stressing the essence). An im 
portant aspect in the state's promotion of the development of the national 
economy by consciously using the law of value is brought out by its planned 
determination of reasonable and economically well-founded prices. If the 
prices correctly reflect values and if the pricing policy correctly reflects 
the demands of the law of value, it will help determine and carry out the 
state economic plan. It will also help the reasonable adjustment of the 
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material interests among the central government, the local districts, the 
enterprises and the workers, the reasonable adjustment of relations be- 
tween workers and peasants, and will be of important significance for 
strengthening economic accounting in enterprises, in the drive for economic 
efficiency and for raising the level of economic management. 


Under socialism, what exactly should be taken as the basis for the deter- 
mination of planned prices? Our overall viewpoint is: The basis must be 
the average production cost of the department with the addition of profits 
calculated at the department's average rate of profit over production 
costs, fully taking into consideration the average rate of profits on funds 
throughout society and the average profit rate on the department's funds to 
show consideration for the interests of different departments, at the same 
time differentiating between different conditions, giving earnest attention 
to using the law of value, to a certain extent and in a planned way regu- 
lating the relation of supply and demand for commodities through the raising 
or lowering of their prices, thus reflecting the needs of the entire so- 
ciety and the demand for the development of the entire national economy. 


1. Production Costs are the Main Basis for the Determination of Planned 
Prices 


Everybody knows that the value of socialist commodities is composed of the 
value of the means of production consumed in the course of production (C), 
the value of the means of livelihood used to satisfy the workers’ personal 
needs (V), and the value of surplus products produced by the workers for 
society (M). The planned price of socialist commodities is composed of 
production cost and profit (which, also in the following, includes taxes). 
The production cost of a commodity reflects more or less the materialized 
labor and living labor (strictly speaking the necessary labor) expended in 
the course of production, in other words it is the combined C and V parts 
in the commodity value. Taxes and profits more or less reflect surplus la- 
bor, represented by the M part in the commodity value. This reveals that 
cost is the monetary expression of the most important part in the commodity 
value. To have price correctly reflect value depends to a certain extent 
on whether the production costs correctly reflect C plus V and whether the 
determination of the price has taken the production cost as its main basis. 
It is frequently due to this problem that many commodity prices are at pre- 
sent priced unreasonably. In our studies of the formation of planned so- 
cialist commodity prices we must therefore first of all study the production 
costs of commodities. 


1. Production cost is the lowest economic limit for the determination of 
planned prices. In his discussion of capitalist commodity prices, Marx 
pointed out: "The lowest limit of a commodity's sales price is determined 
by the cost price of the commodity. If a commodity is sold at a price be- 
low its production cost, that part of the production capital that has been 
consumed cannot be fully replenished from the proceeds of the sale. 


If this process is continued, the value of the advanced capital will dis- 
appear."4 Cost is the lowest limit of price; this reflects an objective 
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demand of economic development and it is equally applicable in the deter- 
mination of planned socialist commodity prices. Only by accepting cost as 
the lowest economic level in the determination of planned socialist commo- 
dity prices can the expenditure of materialized labor and life labor in en- 
terprises obtain replenishment and can simple reproduction be maintained. 
Otherwise, not only will it be impossible to maintain simple reproduction, 
but the original capital will be eaten up, the level of livelihood of the 
workers will be lowered and the materialized labor and living labor cannot 
obtain its necessary replenishment. Seen from the standpoint of the indivi- 
dual enterprise, in case the price of a certain commodity is lower than its 
production cost, the state may even temporarily use part of the surplus la- 
bor from other enterprises or other commodities to compensate for the ex- 
penditure of materialized labor and living labor, but from the standpoint 

of the society as a whole the total price and total value of commodities are 
all the same. The price of commodities must therefore take the cost of pro- 
duction as the lowest economic limit. 


To determine prices merely by the production cost of a commodity, on the one 
hand does not reflect objective reality and on the other hand is not in ac- 
cord with the needs of society. Because the workers in the course of pro- 
duction are really creating surplus products and are providing the material 
conditions for the expansion of social reproduction and for the regular ac- 
tivities of departments not engaged in material production, this must be re- 
flected in the price structure and prices must be determined by adding taxes 
and profits to costs of production. Through exchanges the value of the com- 
modities are realized and capital is provided for the country's construc- 
tion and for the continuous rise in the livelihood of the people. 


There exists an organic link between production costs, profits and prices 
(taxes are also related to prices and profits but for certain periods the 
tax rate is fixed and levied according to sales without a direct relation 

to cost; we shall therefore leave them out of the discussion), and we cannot 
get away from costs in discussing profits and prices. Under conditions of 
stable prices, the reduction or increase of costs will correspondingly re- 
duce or increase profits. With an unchanging profit rate, the lowering of 
costs will reduce prices and an increase in costs must raise prices. 


At present we are faced with the following prominent problems in our firm 
determination to have costs constitute the lowest economic limit for the 
determination of prices: firstly, no accounting, no control over the cal- 
culation of costs, no idea of costs for a large number of commodities, dis- 
regarding production costs in the determination of prices; secondly, in- 
ability to adjust commodity prices in good time in accordance with changing 
production costs, causing price relations between various commodities to 
lose their economic foundation with adverse effects en production, circula- 
tion and economic accounting; thirdly, due to various historical reasons 
and the destructive activities of Lin Biao and the "gang of four," the pri- 
ces of certain commodities, especially certain agricultural products, are 
below production costs which has already affected agricultural production 
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and our efforts to raise the living standards cf the rural population (the 
main reason for the rising production costs of certain agricultural pro- 
ducts is that the right to self-determination of production teams was not 
respected and arbitrary and impracticable directions were given in viola- 
tion of natural and economic rules resulting in a huge increase in expendi- 
ture of materialized labor and living labor. The main way to solve the 
problems is to implement the agricultural economic policies, although it 
will also be necessary to effect appropriate increases in prices). For 
these reasons we must firmly adhere to the principle that production costs 
form the lowest economic limit in determining prices and we must give full 
play to prices in their effectiveness as levers to promote production. 


2. Determine prices according to the average production prices of the de- 
partments. The production costs of commodities have two basic forms, the 
individual production cost and the social production cost; their effects 

on the production and business management of enterprises are different. The 
individual production cost is calculated on the basis of the actual produc- 
tion expenditure used in the course of production at a particular enter- 
prise; it is an important indicator reflecting the conditions of production 
operations at a particular enterprise. Through an analysis of the indivi- 
dual production costs and the changes in its components, the concrete rea- 
sons can be found out for the high or low level of production costs. This 
is of advantage for the enterprise to adopt effective measures, to strengthen 
economic accounting and to improve business management. The social produc- 
tion cost is obtained in the departments from the weighted average calcula- 
ted on the basis of individual costs of various entexprises producing the 
Same commodity; it is the average outlay for production expenditure under 
normal production conditions. The basis of price is the social value and 
not the individual value at an enterprise. 


The cost that figures in the price formation is therefore only the social 
production cost and must not be the individual production cost of a parti- 
cular enterprise. The fixing of prices according to the department's aver- 
age cost can stimulate enterprises into adopting active measures, to raise 
labor productivity, lower consumption of labor, to strive to lower its in- 
dividual costs possibly below that of the social cost, to create more pro- 
fits, that is to provide more capital for the state and at the same time 
draw a proportionate amount of profit, which ultimately will benefit the 
enterprise and all its employees and workers. 


At present, due to subjective and objective reasons, there is a considerable 
difference in production costs of the same commodity between large, medium 
and small enterprises, between new and old enterprises and between state- 
operated enterprises and those operated by communes and production brigades. 
If prices were fixed according to the department's average production costs, 
losses would be incurred by a large number of medium and small enterprises, 
by new enterprises and enterprises operated by certain communes and produc- 
tion brigades. To help them achieve regular production the state has, for 

a certain period of time, adopted the measure of fiscal subsidies and of 
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setting temporary price levels. Such measures can only be tempcrary and 

of a transitional nature; their lifetime must be short. The present situa- 
tion of long-term subsidies to a large number of enterprises and of tem 
porary prices becoming firmly established prices actually amounts to pro- 
tecting the backward enterprises and striking out against advanced enter- 
prises. This is detrimental to the development of the socialist economy. 
This method must be changed. In order to induce certain enterprises with a 
backward way of management to effect as quickly as possible technical re- 
forms, to raise the level of their business management, to lower their . 
particular production costs, to make up deficits and increase surpluses it 
is our belief that we must firmly uphold the principle of fixing prices ac- 
cording to the department's average cost. If it is impossible for certain 
enterprises to improve their production conditions within a certain time, if 
they are unable to lower their production costs, drastic measures should be 
taken to have them change over to the production of other items, to have 
them merge with others or even to close them down. 


3. Clearly indicate the scope of production costs in the formation of the 
planned prices and the accounting method. The main purpose of studying the 
question of production costs included in the planned price formation is to 
provide a substantial economic foundation for the determination of the plan- 
_ned prices. This demands of us that we correctly and strictly determine 

the scope of the production costs and the accounting method so that the 

cost will more or less reflect C plus V and will not give rise to certain 
“spurious and false data (of course if we want the cost to be a true mone- 
tary representation of C plus V, we must have the price of already consumed 
means of production and the price of the means of livelihood used to satisfy 
the needs of the individual workers rendered identical with their values. 
For the sake of simplifying the study of these problems, we shall assume 
that their prices are the same as their values). 


Production cost must be the monetary representation of the consumption of ma- 
terialized labor and living labor in the production process. All expendi- 
ture not part of these items of consumption must not be included in the pro- 
duction cost. (1) Any outlay that is part of the investment in expanding 
reproduction, such as expenditure for basic construction and costs for mea- 
sures of technological organization, expenditure for items of fixed assets, 
is now all being paid by the state by allocating special capital funds. 

The value of the consumption of these types of fixed assets will be gradu- 
ally transferred to the commodities by way of depreciation but at the time 
payments are made for these items they have to a great degree no connection 
with the production of the commodities and must therefore not be included in 
the production cost. (2) Expenditure that is purely loss, such as penal- 
ties for violating economic contracts, loss due to stoppage of work, losses, 
shortages and damage in material or commodities, repair charges on defective 
goods returned for repairs or wastage and losses due to subjective reasons, 
all these expenses are related to the quality of the business management 
operating the enterprise. If the business is well operated, such expendi- 
ture will be very small, or even non-existent, but large in the opposite 
case. Such expenses do not form part of the value of the commodities and 
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must therefore not be included in the cost, but must be paid out of the pro- 
fits of the enterprise. (3) Outlay that is part of expenditure to be made 
good from surplus labor, such as expenditure for welfare benefits, outlay for 
engaging in agricultural sideline production, outlay for school and educa- 
tional expenses for the children of staff and workers, all these expenses 
are not part of the value of the commodities and must therefore also not be 
included in the production costs. Whether some other items, such as govern- 
ment land used by enterprises or fixed allotments of circulating funds should 
incur charges and be in \uded in the production costs so as to encourage 
enterprises to be eco: al in land use and use of capital funds, deserves 
serious study. 


Cost accounting must also be conducted in a scientific way. Thanks to these 
methods the production cost will more or less reflect the consumption of 
materialized labor and living labor, and if the methods are improper, the 
cost calculation will be incorrect resulting in an unreasonable price for- 
mation. For instance, in the case of the cost accounting question concern- 
ing specialized enterprises and diversified enterprises, the present cost 
accounting procedural regulations prescribe two methods of evaluating raw 
materials (which include, as also hereafter, parts, intermediate products, 
semi-finished products): one is for raw materials produced by the diver- 
sified enterprise itself, these are to be calculated at production cost price 
and directly included into the production costs of the end product. As a 
result the production cost of the product will be low. Another method is 
for raw materials which the specialized enterprise buys from outside. These 
are to be calculated at the price ex factory with the addition of transporta- 
tion and sundry charges and thus included into the cost of the end product. 
As a result the production cost of the end product will be high. In this 
situation of having at the same time two methods of cost formation, the ad- 
vantages of high labor productivity and low production costs which should be 
part of the cooperation between specialized enterprises will not achieve 

its true reflection. Pricewise the system encourages the development of di- 
versified enterprises and is disadvantageous to cooperation among specia) i- 
zed enterprises. We believe that to solve the problem of prices for items 
produced in cooperation we must first solve the problem of cost accounting 
methods and the problem of duplicate calculations of taxes and profits. 


Another conspicuous problem is the scope and method of cost accounting for 
agricultural products. Is the consumption of materialized labor in the cost 
of agricultural products, such as the rate of depreciation of agricultural 
machinery and equipment, arable land, grounds and houses used for produc- 
tion, agricultural fields as investment in basic construction, to be de- 
preciated, is agricultural fertilizer to be included in the production 
costs? How is the consumption of living labor to be calculated, according 
to the actual daily cost at the particular production brigade or according 
to the local average daily cost or standard daily cost (the relevant de- 
partment has already determined this to be 0.80 yuan.) In the whole coun- 
try there is no uniform standard or implementation is not at all uniform. 
Cost calculations of agricultural products are therefore highly inaccurate 
providing an insufficient economic basis for the determination of agricul~ 
tural prices or their adjustment. 
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4. Consideration must be given to the question of production costs in en- 
terprises working under different conditions of available natural resources. 
This is a question always present with mining products and agricultural pro- 
ducts. Because the conditions of natural resources at different mines are 
quite different, there is a great disparity in the production costs of the 
Same product mined at different mines. Some mines are well managed but suf- 
fer from unfavorable conditions of natural resources; their production costs 
will be higher than the average production cost of the department. Some 
mines are badly managed but have very favorable conditions of natural re- 
sources; their individual production costs will be lower than the average 
-.¢% calculated by the department. If in these conditions no consideration 
is given to these various factors and prices for the various mining products 
determined on the basis of the average production costs calculated by the 
department it would be detrimental to the economic accounting in mining en- 
terprises. Since in our country the greater part of the mines are the prop- 
erty of the people as a whole, consideration might be given to adopting two 
kinds of price figurations to solve the abovementioned contradiction: the 
department in charge of production (or the Joint Mining Company) adopts a 
uniform sales price to the outside world and with regard to each individual 
mine an accounts clearing price. For the uniform sales price, the depart- 
ment's average production cost may serve as the main basis, but for the ac- 
counts clearing price the main basis is to be the particular production cost 
of each individual mine. The differential between the two prices shall be 
handled by the department in charge of production menagement (or the Joint 
Mining Company), using profits to make good the deficit. Having the two 
prices will ensure that each mine under normal conditions of production can 
obtain the necessary replenishment of labor consumed and make a profit. 
This would be beneficial for the development of production. 


The production cost in agriculture differs with the different conditions for 
agricultural production in the various areas. Whether the cost of agricul- 
tural products is to be calculated according to the average production cost 
determined by the department or according to the most inferior production 
costs, is a question that requires serious study. 


2. How to Determine Profit in the Planned Price 


After we have established that cost is the main basis in the formation of 
planned prices, the problem of how to determine the level of profit becomes 
a key question in our studies of the formation of planned prices. For many 
years there were many divergent opinions in and outside China among scholars 
of economics as to how tc determine the level of profits. However, basi- 
cally they fall into three kinds of ideas, namely those that suggest to de- 
termine the profit in planned prices according to the department's average 
wage profit ratio, according to the department's average production cost 
profit ratio and according to the society's average capital fund profit 
ratio. 


We believe all three profit ratios reflect from different angles the condi- 
tion of production and operation of the enterprises and are in different 
ways effective in promoting improvements in the business administration of 
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the enterprises. However, each of them has a different flaw. If any one 
of them were taken as the single basis for the determination of prices, the 
result could not be satisfactory. It is our suggestion to take the cost 
profit ratio as the main principle, to give full consideration to the capi~- 
tal fund profit ratio and to appropriately consider the wage profit ratio 
to fix prices with due consideration of the economic interests of various 
different departments. Our reasons are as follows: 


First, value is created by the workers but the means of production are an 
indispensable precondition for production. Since production cost reflects 
the consumption of materialized labor and also the consumption of living 
labor, te fix prices according to the cost profit ratio is taking more conm- 
pletely into consideration the functions of the workers and of the means of 
production. It therefore also reflects more objectively the M portion 

of the value. The wage profit ratio eliminates the influence on profit of 
the larger or smaller amount of materialized *°abor consumed. It emphasizes 
that the workers are the effective creators of value but ignores the func- 
tion of the means of production, especially of the physical-technological 
equipment. To employ the wage profit ratio to determine prices would bring 
about a condition in which labor force can more or less directly influence 
profits and would therefore not be beneficial for the advancement of pro- 
duction technology or the raising of labor productivity. The capital fund 
profit ratio would link together the capital funds and profits under the 
control of different departments. In the situation where the conditions 
of the physical-technological equipment are gaining ever growing signifi- 
cance for the development of the social production, the fixing of prices 
according to the capital fund profit ratio would be beneficial for the 
adoption of new technologies and to raising labor productivity. However, it 
does not at all reflect the actual consumption of the means of production, 
to what extent the capital funds available directly influence profits, ard 
it furthermore ignores the function of the workers, especially since in the 
wake of scientific and technological advances wages reflect not only the 
number of workers but also the quality of the workers--the increase in 
highly qualified technical personnel. The fixing of prices according to 
the cost profit ratio can in general incorporate the advantages of the wage 
profit ratio and the capital fund profit ratio, but avoid their shortcomings. 


Secondly, fixing prices according to the cost profit ratio directly links 
together production cost and profit, these two important factors that make 
up the price. The fact that by merely reducing their individual production 
costs, enterprises can increase their profits signifies that in socialist 
enterprises the reduction of costs is the basis for increased profits. Thus 
a clear and concrete target is provided for enterprises to improve their 
business management by increasing profits. 


Thirdly, to employ the cvst profit ratio in fixing prices is simpler and 
more feasible in actual working conditions. Because there is statistical 
data on which the depar:ments for the various commodities base their average 
production cost figures, the amount of profit according to the cost profit 
ratio can be very quickly figured out and by adding the fixed taxes, the 
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plaaned price of every commodity can be established. To fix prices accord- 
ing to the capital fund profit ratio is comparatively more difficult, be- 
cause the production cost of each commodity is determined according to the 
department's average production cost, it makes it rather cumbersome to es- 
tablish the profit rate for each commodity. First we must multiply the so- 
cial average capital fund profit ratio with each department's capital por- 
tion to figure out that department's total acoun: of profit. If the produc- 
tion of only one item is the concern of that department, for instance in 
the electric power department, then we have to divide the total profits by 
the total production to figure out the profit to be allotted to each pro- 
duct. However, in many departments the commodities are of many, many dif- 
ferent kinds and the quantity produced of each commodity is quite different. 
To calculate the share of profit for each item therefore requires lengthy 
calculations. The kinds of commodities and their quantities also regularly 
change which makes this kind of calculation extremely troublesome. 


There are of course also quite a number of problems in fixing prices ac- 
cording to the production cost profit ratio. For instance, the C component 
of the production cost is only the transfer of already consumed means of 
production, but does not reflect the condition of means of production under 
the control of the entire department or enterprise. The greater or smaller 
value of machinery and equipment, the amount of transformations, changes in 
the price of raw materials, changes in the kinds of commodities produced, 
etc. all influence production costs and therefore profits also. To avoid 
these flaws in fixing prices according to the cost profit ratio, we must 
give full consideration to fixing prices according to the capital fund pro- 
fit ratio and the wages profit ratio. For instance, when fixing prices for 
the products of the greatly labor-intensive department of excavating, full 
consideration must be given to the wages profit ratio. In the case of fix- 
ing prices for the products of the machine building department which invol- 
ves the use of much machinery, full consideration must be given to the capi- 
tal fund profit ratio. The rate of profit therefore differs in different 
departments. Besides all this, we must also employ such measures as rais- 
ing the rate of depreciation of fixed assets, levying capital tax, replacing 
rigid working capital with bank credit, applying different interest rates 

in different conditions, etc. to encourage enterprises to be more economical 
in the use of capital and to improve their business management. The social- 
list economy is a complex organic whole. It is unrealistic and not feasible 
to hold on to only one indicator or to use one indicator to assess the man- 
agement of enterprises. The only way is to grasp all important indicators, 
supplement them with any other indicators and bring together a whole system 
of indicators to assess the management of enterprises. Every different 
period of time and every branch of business has its different special fea- 
tures. 


It is our opinion that the capital fund profit ratio may be used as an in- 


dicator to assess enterprises and as a reference in fixing prices, but not 
as the only basis for determining prices. 
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Before we explain our viewpoint, we must clarify one question, namely that 
production prices are to solve the problem of averaging profits in the pro- 
duction departments of organically different composition and are not to 
solve the problem of averaging profits of enterprises with different de- 
grees of technological equipment within one department. Due to the exis- 
tence of the cortradiction between social values and individual values, la- 
bor productivity and also the rate of profit differs in enterprises with 
different degrees of technological equipment and we must not require that 
each individual enterprise achieve the average rate of profit. Enterprises 
with a high degree of technological equipment will have a high rate of la- 
bor productivity and a high rate of profits and should therefore deliver 
up more profi: . It is right to fix a tax rate for capital funds and to 
require enter i es that use much capital to remit more profits, but it 
would not do <o [ix prices according to the capital fund profit ratio. 


Some comrades o suggest the use of production prices want to use the pro- 
duction prices to solve the problem of capital funds taken up, a problem of 
inter-departmental relations or between different enterprises of one de- 
partment. However, some comrades who are against the use of production 
prices argue that the question of medium and small enterprises and local 
enterprises with inferior technological equipment will suffer losses when 
production prices are used to fix prices, is not a question of production 
prices. Comrades of these differing opinions mix up to some extent the 
question of differences between departments of different organic composition 
and the question of differences in technological equipment and amount of 
capital taken up by enterprises within the same department. If these two 
questions are clearly separated, some problems can be clearly explained. 


(1) It is possible to use such methods as taxation of capital in order to 
urge enterprises to be economical in the use of capital funds but it is 
unlikely that the capital fund profit ratio can be used to fix prices and 
to work with production prices. Some comrades believe that if we require 
enterprises to pay capital tax, we must take production prices as a basis 
for the fixing of prices. Otherwise, enterprises will not calculate pro- 
fits according to the capital fund profit ratio, enterprises that take up 
much capital will not be able to pay capital tax and will consider that a 
natural link exists between capiral tax and production prices. But that is 
not necessarily so. After we establish the production cost profit ratio 

as the main principle and give full consideration to the capital fund profit 
ratio and the wages profit ratio in determining prices, we can set the capi- 
tal tax so that enterprises will be able to pay it and will furthermore de- 
rive some benefits from it. We must also give consideration to the fact 
that large, medium and small enterprises exist side by side in our country 
at the present time and that there exists a great disparity in organic com 
position between departments; sometimes up to several tens of times. If we 
have a uniform capital tax for all departments many medium and small enter- 
prises would not be able to pay the tax. We must therefore consider having 
different rates of capital tax for different departments and different types 
of enterprises. It is a very complex question as to how to determine the 





capital tax so that on the one hand enterprises will be able to pay the tax 
and on the other hand will be urged to be economical in the use of capital. 
We must examine the many aspects and factors of this question and cannot 
possibly solve the problem by merely taking the production price as a ba- 
sis for the determination of prices. 


Besides, we also must realize that the use of the capital fund profit ra- 
tio to fix prices has also certain limitations in its ability to urge more 
economical use of capital funds by enterprises. Because an equal amount of 
capital will earn an equal amount of profit, this cannot solve the problem 
of economy in taking up capital. On the contrary, the more capital is taken 
up the more profits are made. Even if this means that more capital tax will 
have to be paid, the absolute amount of correspordingly remaining profit 
will also be large and this would be beneficial for all enterprises taking 
up large amounts of profit. 


(2) To fix prices according to the capital fund profit ratio and thus as- 
sess economic effectiveness also has its limitations. The comrades who are 
in favor of production prices believe that by fixing prices according t« the 
capital fund profit ratio one can basically eliminate the influence of un- 
equal capital and consequently unequal degrees of physical-technological 
equipment on the results oi production and operations. An equal amount of 
capital may earn an equal amount of profit, that would yiel’ a uniform 
standard for measuring economic results, reflecting the economic achieve- 
ments of different departments and enterprises. But this too is not neces- 
sarily so. First of all, if different departments all get the average pro- 
fit, the economic results are all the same and there would be no way to 
compare superior and inferior ones. Secondly, the comparison of economic 
results is applicable only for commodities of similar value or of inter- 
changeable use as, for instance, hydroelectric and thermoelectric power 
plants, coal, petroleum and thermal energy, cotton cloth and synthetic fiber 
material, copper material and aluminum material, detergents and soap, etc. 
It is very difficult to compare economic results of products of different 
value. Even in the comparison of economic results of the same commodities 
there is a difference in the economic results on a long-term basis or on a 
present-day basis. For instance, in the case of a hydroelectric power 

plant the one-time investment is large, it takes up much capital, but the 
annual production costs are low. In case of a thermoelectric power plant 
the one-time investment is small, it takes up little capital, but the annual 
production costs are high. In the case of a hydroelectric power plant the 
capital fund profit ratio is therefore low and the production cost profit 
ratio high, and in case of a thermoelectric power plant the capital fund 
profit ratio is high and the production cost profit ratio low. This shows 
that when making comparisons of economic results we cannot merely use the 
capital fund profit ratio, but must also use the production cost profit ra- 
tio; in some cases we also must have reference to the wages profit ratio. 


(3) After fixing prices according to a uniform capital fund profit ratio 
and because the proportions of state investments in various departments 


* 
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change (Marx pointed out: "In the formation of interest rates in general 
one must not only give attention to a difference in interest rates between 
different production departments and strive for a simple average figure for 
all of them, but must also give attention to the proportion that the dif- 
ferent interest rates occupy in the formation of the average figure. This 
depends on the proportion of capital invested in each special department, 
which means it depends on what proportion of the total social capital is ta- 
ken up by capital invested in each special department."3), the labor pro- 
ductivity and such factors will also cause correspor’ ng changes in the 
interest rates of the different departments. They will again widen the 
differentials and require fixing new prices according to the new capital 
fund profit ratio, requiring a complete adjustment of prices and causing 

a change in the entire price range. If there is no timely adjustment there 
will be no uniform capital fund profit ratio and there will be no need to 
fix prices on the basis of production prices. 


The fixing of prices on the basis of production prices may also involve a 
whole series of questions such as stabilizing commodity prices, the possi- 
bility of transferring capital funds between departments, the limits of au- 
thority to control commodity prices, etc. If appropriate changes cannot be 
effected in all these questions, the production prices can hardly be able 
to fully play their necessary part. 


(4) At present the mechanized component in the agricultural production de- 
partments in our country is very low. It is basically a system of collec- 
tive ownership. Prices are fixed according to production prices. The price 
of agricultural products may be far below their value. This state of af- 
fairs must have an influence on efforts to raise agricultural production 

and raise the livelihood of the peasants. It is detrimental to the develop- 
ment of a collective economy and to the strengthening of the worker-peasant 
alliance. 


In industry tos there is also a great disparity in mechanized components of 
the various different Cepartments. The proportion of medium and small en- 
terprises in the various departments is also not at all the same. If prices 
were fixed on the basis of production prices, part of the profits created 

by departments with low mechanization and large proportion of medium and 
small enterprises will shift to departments with high mechanization and 
would be detrimental to the development of these departments. At present 
under the condition of fixing prices according to the production cost 

profit ratio, we have in our country certain heavy industry departments 
whose production cost profit is higher than that in light industry departments 
and light industry departments whose capital fund profit ratio is higher 
than that of certain heavy industry departments. If prices are fixed on 

the basis of capital fund profit ratio, a part of the profits of the light 
industry departments will shift to the heavy industry departments. The 
problem is not a big one if unity of fiscal receipts and expenditures is 
practiced, but becomes very conspicuous if enterprises will retain their 
profits or bear responsibility for profits and losses. 
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3. Fixing Prices With Reference tc the Changes in Supply and Demand, to 
Reflect the Needs of the Society as a Whole and the Demands for the Devel- 
opment of the Entire National Economy 


The supply and demand relation has a definite significance for the fixing 
and adjustment of prices. This is most clearly demonstrated with items 

that are not basic daily necessities, but it can also not be completely 
neglected in the case of the most important daily necessities. When the 
state determines the planned socialist prices of commodities, it must there- 
fore not only base this on the demands of the law of value, take value 

as a basis, but must also have reference to the changes in the supply and 
demand relation. It must regulate production and circulation through plan- 
ned raising or lowering of prices, in order to reflect the basic socialist 
laws of economics, the rules of proportionate, planned development of the 
national economy, the rules of socialist accumulation and to meet the demands 
of the general task and overall policies of the party. The departure point 
must be the needs of the entire society and the economic interests of the 
whole nation when effecting a planned rise or reduction in the prices of 
certain commodities above or below their values. 


For instance, in the present exchange of industrial products for agricul- 
tural products there exists today the “scissors discrepancy.” It is a 
demand of the law of value to abolish the "scissors discrepancy" and firmly 
uphold the principle of exchanges at equal value, but due to the limits of 
state finance, we can only, in the course of economic development, gradually 
narrow but not immediately abolish the "scissors discrepancy." The state 
still needs to obtain part of its accumulation from the peasants by means 
of the price structure. After raising the prices when buying up agricul- 
tural sideline products, the state made different arrangements with regard 
to the selling prices of different agricultural sideline products to pre- 
vent a lowering of the living standard for urban employees and workers and 
to consolidate the political state of stability and unity. Grain sales 
prices were not changed at all and stability firmly maintained in the 

sales prices of agricultural products that are daily necessities of the 
masses. Where agricultural products had to be raised in sales prices, the 
consumers were given an appropriate subsidy. 


As regards certain commodities urgently required in the national economy, 
their increased production was mainly ensured by certain planned arrange- 
ments and in addition the state fixed their prices in a planned way either 
higher or lower than their value to urge enterprises to increase produc- 
tion. Especially with regard to the production of the collective economy 
there was an even greater need to urge the collective economy to fall into 
line with the state plan by means of adjusting the prices of certain commodi- 
ties upward or downward. 


On the basis of changes in the supply and demand relation of certain com- 
modities the method of adjusting prices upward or downward in a planned way 
was used to raise or lower these prices appropriately over or below value 
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to encourage or discourage people in their use and bring about a balance 
of supply and deman‘. 


To encourage enterprises to use substitute materials or discourage the 
use of certain imported raw materials, the state lowered the price of the 
former below value and raised the price of the latter above value, etc. 


In summary, prices affect the nation's construction and the people's live- 
lihood, they are involved in production, circulation, distribution and con- 
sumption. In the fixing and adjusting of planned prices one must be ex- 
tremely cautious, make overall plans and arrangements. In the adjustment 
of prices for commodities related to the daily necessities of the people 
one must adopt a prudent policy. 


The question of fixing planned socialist prices is a very complex question. 
We have only just begun the study of this question. Many of our viewpoints 
are not necessarily correct. We welcome everybody's criticism and correc- 
tions. 

FOOTNOTES 


1. Lenin "You-yi-ci Xiao-mie She-hui-zhu-yi [Destroying Socialism Once 
More]" in "Lie-ning Quan-ji [The Works of Lenin]" Vol 20, p 194. 


2. Marx, "Das Kapital" Vol 3, pp 45-46. 


3. Marx, “Das Kapital” Vol 3, p 182. 
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FINANCE AND BANKING 


EMPHASIS OF PRESENT FINANCE WORK, MANAGEMENT OUTLINED 


Beijing CAIWU YU KUAIJI [FINANCE AND ACCOUNTING] in Chinese No 2, 20 Feb 79 
p 17 


[Article by Zhang Yuanchao [1728 2266 2600] of the Nanjing Municipal 
Financial Bureau: “How to Shift the Focus of Financial Work to Modernized 
Socialist Construction?"] 


[Text] The Third Plenary Session of the Central Committee of the CCP llth 
Congress decided that from 1979 onward, the focus of the work of the whole 
party will be shifted to modernized socialist construction. This is a great 
revolutionary change. Like a militant bugle, it has sounded the call to 
advance in accelerating the realization of the four modernizations. 


How should financial work serve the four modernizations? How should the 
focus of work be shifted to modernized construction? We believe that, to 
realize this change, we must attain "four high" demands on financial work. 
They are: high speed in accumulation, high results in investment, high 
level in management and high efficiency in work. How can we reach the 
“four high" demands? At present, we must carry out well and in a down-to- 
earth manner the three "changes": First, to change from the management of 
the economy by purely administrative measures to the management of the 
economy primarily by economic methods; secondly, to change from simply being 
bogged down by receipts and payments and by talking about finance only to 
grasping the turnover of funds and economic results and promoting and 
supporting the sustained, proportional and high-speed development of the 
national economy; and thirdly, to emancipate our method of thinking and 
method of work from the forces of habit of small-scale production and 
adapt them to the needs of the four modernizations. 


The key to the three changes is ideological change. To enable our steps to 
catch up with the pace of the "great transformation" and to enable our work 
to meet the demands of the “great transformation,” we must first bring about 


a big change in the ideology of the leadership. Only when the “head of the 
dragon" turns quickly can the “body of the dragon" and the "tail of the 
dragon" follow suit. We must resolutely overcome that tendency of not 





daring to say what is not written in the books and not daring to do what is 
not stated in the regulations. We must shatter the “prohibited zones," be 
practical and realistic, proceed from reality in all matters, dare to 
persevere in whatever practice proves to be favorable to the “four moderni- 
zations" and dare to reject and abandon whatever obstructs the "four 
modernizations."™ 


How can "change" be brought about properly? I recall that, since the 
shattering of the "gang of four," finance, like other trades and undertak- 
ings, has scored relatively big achievements, primarily because it was 
possible to proceed from the overall situation, seeing it clearly, following 
it closely and working for its development. Only in this way could we bring 
about yuick changes and make big strides. We must be able to see the diffi- 
culties in our advance. But when we see them we should overcome them, and 
refuse to be awed by the difficulties. Only in this way can we have sufficient 
confidence to overcome difficulties and enable finance to obtain great, quick 
and good results and spend in an economical manner. Thus, we ask that lead- 
ing personnel at various levels, in considering work and studying a question, 
stand on a high plane and see far ahead, and catch up with the situation, so 
as to consolidate and develop the excellent state of affairs. 


In the great struggle to realize the four modernizations, in the course of 
the shifting of the focus of work, many new events, new problems and new 
experiences will appear. We must study assiduously, support new events, 
study new problems and sum up new experiences. We must act in accordance 
with the principle that practice is the only criterion for testing truth, 
examine the receipt, payment and management aspects in our actual work to 
find out which are favorable to the "four modernizations" and which are not. 
We must overcome our conservative and backward aspects, sum up our experi- 
ences and give prominence to our achievements, so as to reduce guesswork 
and raise our consciousness. 


At present, we must also be good at considering problems, be bold in 
exploring and be daring in creating something new. We must actively launch 
investigations and study, conscientiously act in accordance with objective 
economic laws, make a thorough break with the old traditions, concepts and 
forces of habit, courageously break through the ruies and regulations that 
are unsuitable for the development of the situation and greatly raise the 
level of our management. But we definitely must not have evil or bad ideas, 
be ostentatious or follow the trend. Rather, we should propose practicable 
programs, opinions and methods in accordance with specific situations, carry 
out overall balance well and be staff officers and aides to the party com- 
mittees and to the departments. 


A thousand-li journey begins with the first step. Now the new change has 
begun. We must not only have a sharp eye for the grand goal of the "four 
modernizations," but must also grasp the present in a down-to-earth manner. 
We must vigorously promote the fine style of speaking the truth, doing 
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things practically and going all out. From the beginning of the year, we 
must conduct investigations and study in the work of receipt, payment and 
Management aspects under the 1.ew situation, do things in order of importance 
and urgency and solve those that urgently need to be solved. For those 
problems that can be solved, we can put each and every one of them on the 
agenda, make arrangements, adopt measures and examine them thoroughly and 
score achievements as quickly as possible. We must not rush headlong into 
anything by ignoring objective possibilities. For instance, as of this 
year, after our municipality has reshuffied its specialized units, a new 
industrial system has already appeared. The system of financial management 
and the financial and taxation measures which have been used for many years 
should be readjusted accordingly. The level of management of our cadres is 
not high and their vocational ability is not strong, so we should grasp the 
solution of whatever does not conform to the situation. We must continue to 
eliminate the obstacles coming up in the new change, accelerate our pace and 
advance in big strides toward the grand goal of the four modernizations. 
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FUELS AND POWER 


CONSERVATION SAID KEY TO READJUSTMENT IN SHANGHAT 


Shanghai JIEFANG RIBAO in Chinese 8 Jul 79 p 1 


{Article by Commentator: "Further Lower Consumption of Electric Power, Fuel 
and Raw Materials") 


{Text} At present, the staff and workers on Shanghai's industrial and 
communications front, in order to carry out the policy of “readjusting, 
restructuring, consolidating and improving” the national economy, are 
enthusiastically responding to the call of Comrade Hua Guofeng at the 
Second Session of the Fifth National People's Congress, and broadly and 
penetratingly launching a movement for increasing production and practicing 
economy centering on high output, top quality, increased varieties and 
reduced consumption. In this movement, they are continuing to strive to 
the utmost to lower the consumption of electrical power, fuel and raw 
materials and use the limited amounts of these resources to increase the 
output of even more products which satisfy the needs of the market. This 
is an important key to Shanghai's industry maintaining a certain pace of 
growth in the course of readjustment. All the workers and staff of the 
municipality must make new contributions in this arena. 


A prominent contradiction at present and for some time to come in Shanghai's 
industrial production is deficiency in supply of electrical power, fuel and 
some raw materials. We must look at this contradiction and handle it 
correctly. One important part of readjusting the national economy is 
precisely to solve the problem of serious imbalances between the industries 

of electrical power, fuel and raw materials and the processing industries and 
to gradually attain a state where there are no more shortages of materials, 
But it will take a rather long time to do this. In the face of this objective 
reality, Shanghai's industry, the “big family” in materials consumption, 
definitely cannot wait passively on a balance in materials but must take the 
greatest pains to grasp economizing well, making each kilowatt, each jin 

of coal and each drop of oil produce the greatest economic effect. This 

will contribute to changing the imbalances in this area and at the same time 
elevate the level of technology and production in Shanghai's industry to new 
heights, 
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An important path to further lowering the consumption of electrical power, 
fuel and raw materials is to rapidly promote for use the advanced techniques 
for lowering consumption which have already been grasped. For example, the 
municipality has electrical heating equipment for 600 degrees and below with 
a total capacity of 200,000 kilowatts. Of this, equipment with a capacity 
of 70,000 kilowatts already uses the new technique of microwave 

[far infrared] heating. If the remaining 130,000 kilowatt equipment all used 
this new technology, 100 million kilowatt-hours of electricity couid be 
saved each year, As another example, the No 1 Printing Plant has adopted 
measures such as concentrating and utilizing the return vapors and water and 
blocking cold air from entering its boilers, thereby raising the utilization 
rate of thermal energy from 32 percent to 37 percent and enabling it to save 
2,000 tons of coal each year. The experience of this advanced technology can 
also be popularized throughout the municipality. In sum, to popularize in 
an all-round way the advanced techniques of some units within China and 
withir Shanghai in the field of economizing is a visible, palpable latent 
force and must be given sufficiently serious attention. The relevant 
departments should give support to the expenditures and goods and materials 
for some necessary measures in the process of populariging advanced technology. 
Of course, at the same time that we popularize advanced techniques which 

have already been grasped, we should also do research on and create other 

new techniques and study advanced foreign techniquas in lowering consumption, 
so as to cause the consumption of goods and materials to fall to new levels. 


To further reduce the consumption of electric power, fuel and raw materials, 
we should also expend efforts on strengthening management. Since this year, 
many unite have further raised the quality of their products and persisted 
in producing products which satisfy the needs of the market in accordance 
with social needs, Perhaps in so doing they do not save much electric power, 
fuel or raw materials, but because of the improvement in quality, one product 
can take the place of several, and because the product satisfies the market, 
overstocking of inventory is avoided, From a social standpoint, this is 
very great economizing. Some units have carried out a survey of the 
condition of utilization of electric power, fuel and raw materials and have 
adopted measures aimed at existing problems, Some units have revised their 
consumption norms and have carried out a system of issuing materials 
according to limited quotas. Some units have used methods such as 
“capital fund vouchers" to make clear the economic responsibilities 
of each workshop and team. Some leading departmente, after making an analysis, 
have first guaranteed limited materials to units with low consumption, to 
enable raw materials which originally produced low-grade products to go to 
produce high-grade pmducts demanded by domestic and foreign markets. For 
example, the Xinyi Tannery overcame technical difficulties to use the same 
kind of raw materials to greatly increase its production of comparatively 
high-grade leather, The sales price of leather shoes produced after export 
went up a great deal over the original. All these different methods and 
experiences for economizing on electrical power, fuel and raw materials and 
raising their economic effectiveness through strengthening management have 
a universal significance, and merit serious study by all units, 
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To further lower the consumption of electrical power, fuel and raw materials, 
we must spread lively propaganda among the masses, mobilizing them to display 
a “penny pinching" epirit, to tap every bit of the potential for economizing. 
The broad masses showld be made to understand that economizing every little 
bit has very great economic significance, For example, based on the average 
level of industrial production in the municipality, by economizing on one 
kilowatt-hour of electricity we can produce goods with a production value 

of 4 yuan and create 1 yuan in additional financial revenue for the state. 
In addition, practicing strict economy can produce a good social atuosphere. 
It in itself is a way of eliminating chaos and restoring order. If we do 
without this kind of eliminating chaos and restoring order and go around 
wasting precious material resources at will, it will be impossible for our 
country, populous and with a poor foundation, to realize the four moderniza~ 
tions. When we spread propaganda among the masses, we must also organize 
the masses. In the movement to increase production and practice economy, 
many unite mobilize the masses to make detailed accounts, to make a big 
issue of the word “one.” This has produced very good resulte. For example, 
by reducing its consumption of pig iron used in casting by one percent, the 
sewing machine trade can increase production of sets of sewing machines by 
200,000 per year; and by raising the rate of quality products by one percent, 
the enamel trade can increase state income by 200,000 yuan per year. The 
paper making trade has initiated a “first grade boiler room" competition, with 
40 percent of the 31 boiler rooms already becoming municipal first clase 
advanced boiler rooms, In the first quarter of this year they saved over 
3,700 tons of coal, and in addition brought the three wastes under control. 
If this kind of competition were developed on an all-round basis between 

the 4,000 industrial boilers throughout the municipality, extremely marked 
results could be obtained in saving coal and controlling the three wastes. 


In order to further lower the consumption of electrical power, fuel and raw 
materials and use various material resources in the places they are the most 
needed, the various trades and professions must acquire an all-round po/at 

of view and think in terms of "a chessboard." Only through inaction can you 
do things; only by not holding on to things can you hold on to them, At 
present, electrical power, fuel and other materials must first be guaranteed 
to light, textile and handicraft industrfes, to enable these industries to 
meet the demands created by the continual increase in the people's purchasing 
power and by expanded exports, The metallurgical and chemical industries, 
big users of electrieity and coal, must be particularly good at economizing 
and persist in making a point of increasing production within the consumption 
targets allocated them, bearing more heavy burdens in increasing production 
and practicing economy throughout the municipality. Even the “priority 
households” of electrica} power and fuel must economize strictly, not consider 
themselves “priority come what may" and only look out after themselves, 
Although the amount of electricity used for commune and brigade industries, 
farm irrigation and drainage, commerce and lighting is a small proportion 

of the total, we must at the same time oppose extravagance and willful waste. 
We must also put into operation as soon as possible the generation of 








electricity from waste heat and newly built generating units, to broaden 
sources of income and reduce expenditure and to resolve the prouisent 
contradictions in industrial production from two sides. If only we have 
the concerted efforts of the etaff and workers of all’ Shanghai in all 
regards, we will certainly be able to vanquish all difficulties arising 


in the pth ahead, acd carry out industrial production in Shanghai even 
better. 
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FUELS AND POWER 


SHANGHAI TO RAISE ENERCY UTILIZATION RATE SY 5 PERCENT 
Shanghai JIEFANG RIBAO in Chinese 12 Jul 79 p 1 


(Article: “Please Lock at the Figures and Facts to Determine Whether or 
Not the Potential for Saving Energy Is Large”) 


(Text) The Municipal Meeting to Exchange Experiences in Saving Energy held 
yesterday proposed an idea: in the three years beginning from 1979, through 
the efforte of the staff and workers, to raise Shanghai's energy utilization 
rate from the present 30 percent to 35 percent. In this way, the municipality 
can squeeze out an equivalent of over 4 million tons of raw coal and greatly 
ameliorate the contradictions of energy ineufficiency. 


It was pointed out at the meeting that the potential for saving energy in 
Shanghai is very large. Each year the municipality uses approximately 12 
million tons of coal and 6 million tons of fuel oil, but the percentage which 
is actually sent to the sice of use is very small, with a thermal efficiency 
of only about 30 percent, and a very low combined energy efficiency rate. 

In places such as Westera Europe and the United States, thermal efficiency 

is generally over 40 percent, and in Japan it can exceed 50 percent. The 
difference between ourselves and these countries is very great. 


Why is our thermal efficiency not high? The meeting pointed out that there 
are over ©,200 boilers of various sises throughout the municipality, First, 
when these boilers are fired, an average of 15 percent of the coal used which 
enters the boiler chamber escapes from the chimney without being burned, 

Many of the black dragons in Shanghai’e air come from here. Secondly, only 

25 to 30 percent of the steam supplied by these boilers is used in production. 
The remainder is lost to evaporation, emission, dripping and seepage, 
Sometimes not very such steam is used in production. The boiler tenders act 
in the same old way to boil off all the steam, Third, most of our thermal 
energy is used once and discarded, In other countries it is usually used 
several times. If the industrial boilers throughout Shanghai would first 

use the steam to generate electricity and then use it in production, 

100,000 kilowatts of electrical power could be generated. But at present only 
13 factories in the municipality generate electricity with waste heat, with 

a total installed capacity of just 9,400 kilowatts, not even one-tenth. 
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Im the Shanghai foundry trade there are over 400 cupola furnaces which are 
fully operated for 5 hours a day, not even half. Over 40 units in Shanghai 
have 56 sets of oxygen preparation equipment of various sizes. To create 
i cubic meter of oxygen, a large uachine uses 0.6 kilowatt-hours, while 
@ small one requires 1,5 kilowatt-hours. Sometimes the oxygen produced by 
@ large machine is mot completely used and is released into the air, while 
a small machine runs without stopping. Even more seriously, nitrogen is 
produced in the process of crating oxygen. Units which need oxygen let 
the nitrogen go, and units wiica need nitrogen let the cxygen go. The waste 
is enormous. 


The meeting pointed out that the trade in She.ghai which consumed the greatest 
amount of energy is metallurgy, with 36.3 percent of the municipality's 
energy; then the chemical industry, with 17.9 percent, and textiles, with 
10.5 percent. The three trades together take 64.7 percent of Shanghai's 
energy. We hope that in the course of the municipal movement to increase 
production and practice economy focusing on saving energy, the staff and 
workers on the fronts of estallurgy, chemicals and textiles put forth a 

bit more effort and unearth a bit more potential to allow our precious 

energy to be brought into full play. 








CAPITAL CONSTRUCTION 


CAPITAL CONSTRUCTION, ROLE OF CONSTRUCTION BANKS DISCUSSED 


Beijing CAIWU YU KUAIJI [FINANCE AND ACCOUNTING] in Chinese No 2, 20 Feb 79 
pp 3-5 


[Article by Wu Boshan [2976 0590 1472]: "Grasp Objective Economic Laws 
and Raise the Level of Work of Construction Banks") 


[Text] A construction bank is a specialized state bank that manages the 
expense budget and financial affairs in capital construction and handles 
the allocation of funds, settling of accounts and making of loans for capi- 
tal construction. Guided by Chairman Mao's revolutionary line, and with the 
development of our cow.try'’s socialist construction cause, the various tasks 
of construction banks are continuously developing and advancing. Through 
various kinds of economic measures, the construction bank reflects the 
demands of objective economic laws and effectively supports and promotes the 
develcpment of the capital construction cause in a greater, faster, better 
and more economical manner. However, the interference and sabotage of Lin 
Biao and the “gang of four" have confused men's thinking. Many rules and 
regulations that conformed to objective economic laws and effective sconomic 
measures have become lax, thereby greatly weakening the functional role of 
the construction bank. At present, in the great advance in shifting the 
focus of the work of the whole party to the wodernized socialist construc- 
tion, the construction bank is shouldering even heavier tasks. Instead of 
being weakened, its work must be strengthened; instead of being reduced, 

its economic measures must be expanded. In order to eradicate the pernicious 
influence of Lin Biao and the “gang of four,” bring order out of chaos and 
enable the work of the construction bank to meet the demands of the new 
period, it is necessary for us to conscientiously sum up previous experi- 
ences, raise our consciousness of recognizing and applying the objective 
economic laws and, on this basis, raise in a big way the level of our 
management work. 


(I) 


The basic aim of developing the socialist economy and continuously expanding 
production is to satisfy the daily increasing needs of the people's material 
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and cultural lives and to render due contributions to mankind. This is 
determined by socialist economic laws. All our work, including the work 

of the construction bank, must abide by this basic aim. Capital construc- 
tion is an important measure in realizing the expansion of production. In 
order to accelerate the pace of the four modernizations, we should do our 
best to bring about capital construction in a greater and faster manner. 

But it must be noted that capital construction is a special production 
department, and its production period is relatively long. In analyzing 

the characteristics of capital construction, liarx once pointed out: "Over 

a long period of time, they use up the labor force and means of production, 
but during this period they do not supply useful products." Based on this 
characteristic, only when we appropriately ascertain the construction scale 
and do our best to shorten the construction period can we raise the effect 

of investments, guarantee the smooth development of socialist production 

and continuously improve the people's livelihood. Otherwise, if the scale 

of the capital construction is too large and if the construction period is 
too long, then doubtlessly excessive labor means of production and means of 
livelihood will be tied up in “half-done" projects. This not only will be 
unfavorable to production, it will also be unfavorable to the improvement 

of the people's livelihood. In the past few years, due to the interference 
and sabotage of Lin Biao and the “gang of four," capital construction items 
outside the plan were brought in and the capital construction front was 
lengthened. Many engineering projects were delayed again and again, thereby 
putting pressure on agriculture, on the market and on production and repairs, 
and bringing about serious harm to the national economy. These facts proved 
in a negative manner the accuracy of the above thesis. Our comrades who are 
engaged in the financial affairs and the work of allocating funds for capi- 
tal construction must pay great attention to this feature of capital construc- 
tion and, through their own professional activities, vigorously promote 
improving the effects of investments. In the past 2 years, the construction 
banks in various places have conducted some investigations on the condition 
of capital construction in their own localities. They paid attention to the 
necessity of construction, as well as considering the actual possibilities. 
They paid attention to the sources of capital as well as studying the balance 
among manpower, finances and materiel. When they discovered a problem, they 
would report it as it was and make suggestions. They played an active role 
in shortening the capital construction front and in concentrating the forces 
to fight a battle of annihilation. At the same time, they assisted concerned 
departments to launch a widespread campaign to straighten up and reduce the 
engineering projects that were in construction, and assisted in clearing up 
the accounts and solving the remaining problems for those engineering projects 
which had already completed construction but which had not been put into 
Operation, as well as those "moustache" and "tail" engineering projects which 
had been put off for many years. They enabled the engineering projects in 
construction that cost several billion yuan to go into operation. They 
adopted measures and actively supervised and assisted construction units and 
engineering units to regulate and handle the surplus materials in stock and 
reduce overstock and waste. All these tasks were favorable to raising the 
effect of investments on capital construction. 
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Capital construction is directly related to strategic planning and the 
speed of long-term development of the national economy. Thus, to raise 

the effect of investments, we must not only aim at economizing investments 
and shortening the construction period as much as possible, we must also 
pay attention to studying the economic rationale of the construction pro- 
jects. For instance, through investigations and study, some construction 
banks made sensible suggestions, enabling several highway and special rail- 
way projects in the same area to be combined into one project, and enabling 
the locality's newly-built factories which were engaged in setting up their 
own auxiliary workshops, such as machine repair, electroplating, heat treat- 
ment, foundry and forging workshops, to merge their construction. In this 
way, not only did they save a large amount of investment and take up less 
land, more importantly they enabled production to conform more to the prin- 
ciple of coordination between specialized units and planning to become more 
rational, thereby bringing economic benefits into greater play. 


We should also note that capital construction is a complicated production 
process and has inherent laws governing its activities. For many years, 
the party and the state have repeatedly emphasized that it is necessary to 
have surveys precede design and design precede construction, and to act 
Strictly according to the procedures of capital construction. Practice 
proves that this stipulation is effective and embodies the demands of objec- 
tive laws. Whenever we acted in accordance with the procedures of capital 
construction, we obtained great, fast, good and economical results. But, 
when we did not act in accordance with the procedures of capital construc- 
J tion, started a project hastily, sought completion impatiently and carried 
out survey, design and construction at the same time, we often ended up 
building, remodeling and tearing down at the same time, brought about waste 
in construction and, even if we barely completed a construction project, we 
could not use it. Lessons in this respect are profound. In the work of 
allocating funds, construction banks employed the economic measure of not 
allocating funds to projects that violated the procedures of capital con- 
struction. To act strictly in accordance with the procedures of capital 
construction is an important guarantee that investments in capital construc- 
tion can obtain the desired results. 


(II) 


The proportionate distribution of social labor is a common objective law 
shared by all societies. However, only a socialist society that has estab- 
lished the system of public ownership of tiie means of production can 
consciously adopt plans to constantly maintain a reasonable proportion. 

This is an important sign of the superiority of the socialist system. Lenin 


said: "Only construction that is launched in accordance with a general grand 
plan and that strives to make rational use of economic resources can qualify 
to be called socialist construction." Chairman Mao also said: "To build a 


powerful socialist country, it is imperative to have a strong and unified 
central leadership and unified planning and discipline throughout the coun- 
try."" In view of the present condition of capital construction, it is 
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particularly necessary to emphasize the unified planning of the state. In 
the past few years, due to the interference and sabotage of Lin Biao and 

the “gang of four" in capital construction, semi-planned and semi-anarchist 
States appeared in which some engineering projects outside of the plan were 
out of control and items inside the plan were not implemented. When the 
party Central Committee and the State Council repeatedly asked the construc- 
tion banks to "follow the plan" and “hang on," it was precisely for the sake 
of meeting the needs of the socialist unified planning and meeting the needs 
of developing in a planned and prwportionate manner. Thus, in our work we 
must firmly establish the concept of adhering strictly to the state's uni- 
fied planning, guarantee without delay whatever is in the plan and resolutely 
block off whatever is extraneous. Otherwise, when those "nod-of-the-head 
projects" and “informal engineering projects" outside the plan are launched, 
they will affect the key projects inside the plan, disrupt the state plan 
and adversely affect the whole situation. Even when some items are truly 
necessary, have favorable factors and can be built, we still should follow 
the procedures of the plan, include them in the plan and balance the situa- 
tion, and not let them go their own way. 


We must realize that planning is an ideological thing and the drawing up 

of plans is often limited by men's level of understanding. Even when the 
plan is correct, new imbalances may still appear during its implementation. 

If a construction bank has a fund allocation supervisory network that covers 
the construction sites throughout the country, has the conditions that can 
sensitively reflect the activities of capital construction, and carries out 
penetrating investigations, studies, analyses and comparisons, then it can 
discover existing problems in the plan and make suggestions that conform to 
the actual situation. The experiences of many years prove that, in this 
respect, a construction bank can play a dynamic role. Many of our economic 
agencies have, in accordance with the plan ratified by the state, assisted 
construction departments and units to carry out "four fittings" and "five 
implementations,” implement the state plan to the letter and enhance the 
completion of the plan. They have assisted construction departments and 
units to observe the principle of doing whatever they can with whatever they 
have and spending little and doing much, using the state's investment first 

on the key engineering projects and the projects in operation, and promoted 
the concentration of forces to fight a battie of annihilation. They have 
also assisted construction departments and units to regulate and balance 
investments without delay in accordance with the progress of construction, 
enabling investments to go from "insufficiency" to having surpluses. On 

the basis of investigations and study, some even put forward timely sugges- 
tions to the planning departments on readjusting the yeai s plan and arranging 
plans for the following year. All these show that, if we correctly understand 
and apply economic laws in a planned and proportionate manner, we can continue 
to raise the level of work of construction banks and bring their role of 
promotion and supervision into far greater play. 








(III) 


In the present stage, our country’s socialist commodity production and 
commodity exchange still exist and the law of value still plays an important 
role. In talking about the law of value, Chairman Mao once said: "This law 
is a great school. Only by using it can we educate several tens of millions 
of our cadres and hundreds of millions of our people, and build our socialism 
and communism. Otherwise nothing is possible." The state's stipulation of 
the implementation of the economic accounting system in capital construction 
is a concrete application of the law of value. According to the demands of 
the economic accounting system, the construction units should, within the 
realm of the general investments in construction ratified by the state, 
complete their tasks according to quality, quantity and schedule, clearly 
define their economic responsibilities and set up a strict system of assess- 
ment and examination. Engineering units should strictly implement the rati- 
fied engineering budget, implement quota management, carry out accurate cost 
accounting, calculate labor consumption and assess economic results. Between 
the construction units and the engineering units, it is necessary to follow 
the state plan and the engineering budget in setting up economic contracts, 
clearly define the economic responsibilities which both sides will shoulder 
and act strictly in accordance with the economic contracts. In short, the 
various links in capital construction must conscientiously carry out account- 
ing. Only accounting can realize that objectively existing law of value. 

The construction bank will handle in a concentrated manner the receipt and 
payment of capital for the capital construction departments and employ such 
economic measures as a’ ocation of funds, settling of accounts and making 

of loans to calculate aid supervise the economic activities in capital con- 
Struction. In this way, it can effectively expedite the setting up of 
capital construction departments and perfect the economic accounting system. 


The estimate and budgeting of capital construction form the basis for 
ascertaining the cost of a construction project and the basis for the imple- 
mentation of the economic accounting system. The fixing of the cost of an 
engineering project is a relatively complicated process. It must have a 
balanced advanced quota that can reflect the necessary amount of social labor 
and must have a budget price and a criterion for drawing expenses that con- 
form to state policies. Only with accurate quotas, prices and criteria, and 
only through conscientious calculations and the drawing up of more prac- 
ticable estimates and budgets, can we favorably set up a system of economic 
responsibility to examine labor conswaption and assess the results of busi- 
ness. In previous years, as a result of the interference and sabotage of 
Lin Biao and the "gang of four," confusion appeared in the handling of budget 
quotas, estimated prices for materials, and criteria of charges, with the 
quality of estimates and budgeting dropping considerably. Some units did 
not take objective reality into consideration and relied solely on “the will 
of the senior official," fixed at will the cost of the engineering projects, 
or even intentionally lowered the estimated investment as a means of con- 
tending for projects, investments and as a means of bargaining. Not only 
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were we unable to implement these estimates and budgets--we could not 

regard them as the grounds for assessing the results of business. Conse- 
quently, investments became utterly unrestricted, expenses spilled over in 
large quantities and the engineering projects were a mess. The supply 
system replaced the economic accounting system and serious losses and wastes 
were brought about. Experiences proved that a construction bank's active 
participation in the examination of the estimates (and budgets) and the 
fixing of a reasonable cost for an engineering project is an important link 
in the setting up of a system of economic responsibility and the implementa- 
tion of economic accounting in capital construction. 


In the work of allocating funds, construction banks implemented the prin- 
ciple of “payment to the engineering projects based on the degree of 
completion." This is an important measure in promoting economic accounting. 
If we do not sufficiently understand this point, and believe that the 
settling of the cost of an engineering project is merely a matter of allo- 
cating funds sooner or later and was of little importance, this is nothing 
but a reflection of our negligence of the role of economic measures. 


In promoting economic accounting, construction banks had still another 
important measure, which was the making of loans. At present, the construc- 
tion banks are handling two categories of loans: one cctegory consists of 
short-term loans, used in solving temporary shortages in the circulating 
funds of the engineering units; the other category consists of special loans, 
which are used mainly to support the needs of developing local construction 
materials and the production of export commodities. With the development of 
economic construction and the reform of economic management, the sphere of 
loans will expand gradually and their role will be more and more apparent. 
For instance, some localities have already changed the allocation of funds 
reserved for capital construction equipment to the makii.g of loans, and 
changed uncompensated use to compensated use, with fairly good results. 

The state also decided that construction banks would make loans in renminbi 
for the domestic equipment components and civil engineering projec.s required 
by foreign exchange loan projects. We must make good use of this economic 
measure to serve the acceleration of the four modernizations. In making 
loans, we must persevere in the principle of making and using loans accord- 
ing to plan; persevere in the principle of having material guarantees and 
principles favoring the acceleration of capital turnover; aid persevere in 
the principle of repayment of loans on schedule. Whenever we make a loan, 
we must conscientiously study the use of the loan and the ability for 
repayment, and correct the phenomena of freely giving out a loan simply 
because the head issued a slip asking for it, failing to take material 
guarantees into consideration, failing to examine the effects of the loan 
and not being able to collect the loan on schedule. 


As early as 1962, Chairman Mao pointed out: "To us, the socialist economy 


is a realm of necessity in which a lot remains to be understood." "In the 
future, we should accumulate our e:periences, study assiduously and, through 
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practice, deepen our understanding of it step by step and understand its 

laws fully." At the national conference for trade to learn from Daqing 

and Dazhai, Chairman Hua also called upon us to raise our consciousness 

of applying the objective economic laws and raise our level of management 

in economic work. In the new year, we must study hard, be bold in practice, 
be good at summing up experiences, use the standpoints, concepts and methods 
of Marxism to study new situations and new problems, raise our consciousness 
of acting in accordance with the objective economic laws, enable our ideology 
to suit the development of the objective situation, raise the work of manage- 
ment of the allocation of funds for capital construction to a new level, 
score new achievements and serve in a better manner the building of a modern 
and powerful socialist country. 
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DOMESTIC TRADE 


INTERREGIONAL COMPENSATORY TRADE AGREEMENT SIGNED 
Beijing RENMIN RIBAO in Chinese 19 Jul 79 pl 


[Report: "The Bureau of Handicrafts of Shanghai and Xinhua Paper Mill of 
Hangzhou Sign an Agreement -- To Promote Paper Production by Developing 
Interregional Compensatory Trade"] 


[Text] Shanghai, 8 Jul (XINHUA) -- Recently, the Bureau of Handicrafts of 
the Shanghai Municipality and Xinhua Paper Mill of Hangzhou signed an 
interregional agreement on “compensatory trade." According to the provi- 
sions of this agreement, the Bureau of Handicrafts of the Shanghai 
Municipality is to supply 1 million yuan worth of equipment to help Xinhua 
Paper Mill remodel a workshop which has the capacity of producing 3,000 
tons of paper per year. Xinhua Paper Mill is going to repay this equipment 
with cash in five yearly installments and, within 10 years, upon the 
beginning of production at this mill at the end of 1981, supply the Bureau 
of Handicrafts of the Shanghai Municipality 700 tons of paper products 
each year. It was also stipulated by the two sides that, within the next 
2 years, Xinhua Paper Mill is to supply 350 to 400 toas of paper products 
to the Bureau of Handicrafts of the Shanghai Municipality in advance. 


During these past few years, there has been a shortage in the supply of 
paper for cultural use in the market. The productive capacities of the 
sultural paper products enterprises within the jurisdiction of the Bureau 
of Handicrafts of the Shanghai Municipality could not be fully developed 
because of the shortage of paper supplies, printing facilities and binding 
services. At the same time, the large amount of cotton wastes scraped 
from the production of the paper for filtering and the wax paper for 
typing at Xinhua Paper Mill of Hangzhou each year, which ordinarily could 
have been used in the production of the paper for common use, was so 
utilized only to a very limited extent because of a lack of sufficient 
capital for adding necessary equipment for such a purpose. Consequently, 
after a period of promotional probing and prodding and relevant negoti- 
ation, and with the consent of the Coordinating Office of the Planning 
Committees of Zhejiang Province, Hangzhou Municipality and Shanghai 
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Municipality, the Bureau of Handicrafts of the Shanghai Municipality and 
the First Light Industry Bureau of Zhejiang Province signed this agreement 
of mutual support between the regions. 


When this agreement is brought into effect, both sides will gain definite 
benefits. 


During the next 2 years, for example, the Bureau of Handicrafts of the 
Shanghai Municipality is going to receive the promised 350 to 400 tons of 
paper products from the Xinhua Paper Mill of Hangzhou. After it is pro- 
cessed into cultural paper products, each ton of such paper supplied will 
gain 10,000 yuan in production value and 1,500 yuan in profit. In this 
way, the profits gained by the Bureau of Handicrafts of the Shanghai 
Municipality will exceed 1 million yuan within less than 3 years, which is 
equivalent to the eratire original investment. Within 10 years, upon the 
beginning of production on the part of the workshop it has thus helped to 
remodel, Shanghai, by using the paper supplies by the Xinhua Mill in 
producing its own cultural products, can increase its production value by 
7 million yuan, and its profits by 1.05 million yuan each year. This will 
meet one-third of the total amount of paper shortage suffered by the 
handicrafts netwovk each year. Hence, this also serves to mollify at 
least in part the contradiction between the short supply of, and excessive 
demand for, paper fe'’t in the Shanghai market. Because of this, it will 
also be possible for the Bureau of Handicrafts of the Shanghai Municipality 
to develop some processing; teams or workshops of collective ownership so 
as to place a number of unemployed youths in needed employment. 


The 1575 fourdrinier multi-cylinder paper-making machine and auxiliary 
equipment like pulping machine, steaming spheriod, [5544 3803], cutting and 
trimming machine, etc., that are supplied by the Bureau of Handicrafts of 
the Shanghai Municipality to the Xinhua Paper Mill of Hangzhou make up a 
complete system of automated paper-making equipment. The possession of 
this system will thus bring the paper-making equipment up to the most 
advanced level in the country. In the past, the state would allocate 3,000 
tons of cotton to this mill as raw material each year, but, because the 
requirement for the quality of the products here was very high and the 
original equipment could not be utilized to its fullest capacity, the cotton 
supplied was utilized only up to 50 percent; with the new system of 
equipment added, the allocated cotton should now be fully utilized. After 
the beginning of production at this paper~making workshop, the Xinhua Mill 
should be able to increase its production value by 5.4 million yuan, and 
its profits by about 1 million yuan. Apart from the 700 tons of paper 
products to be supplied to the Bureau of Handicrafts of the Shanghai 
Municipality, another 2,300 tons of paper products can still be supplied 

to Zhejiang Province itself and also Hangzhou Municipality. 


9255 
CSO: 4006 END 


85 























